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NATIONAL POLICY AND ISSUES 


CHALLENGE, OPPORTUNITY OF TECHNOLOGICAL REFORM EVALUATED 
Hebei JINGJIXUE ZHOUBAO [ECONOMIC WEEKLY] in Chinese No 19, 7 May 84 p | 


(Editorial: "Economic Studies Must Vigorously Incorporate Technological 
Reforms" ] 


[Text] At present, the new technological reform arising in the world is a 
challenge not only to the scientific technology and the economy of our country 
but also to our study of economic science. Last October, Comrade Zhao Zivyvanp 
pointed out that it is a challenge, but it is also an opportunity which we 

ought to grab without losing the opportune moment in order to promote our sci- 
entific technology, to change the backward condition of our national economy 


and to further the four modernizations of construction. For 4 months or more, 
scientific and technological circles have been responding to the call and 
quickly setting themselves in action, many studies and discussions have been 


carried out, many articles and materials introducing the new scientific and 

technological knowledge and the conditions concerned in foreign countries have 
been issued in the newspapers and magazines and a new atmosphere for discussing 
technological reforms and studying scientific technology has been created. 


In the capital, a number of comrades in the economic circles have already 
begun to study the problem of technological reform in the wor!d and meanwhi l¢ 
have published articles concerning this subject. But to speak of the overall 
view of the country, it is comparatively slow in the actions of the economic 
circle, tuey have not enough concern about this problem and this condition 


~ 


must be altered. 


To study technological reform is not only the obligation of the scientific and 
technological circle but also the obligation of the economic circle. Funda 
mentally speaking, technological reform belongs in the category of the reform 
of productive forces, and it is closely related to scientific technolopy. 
Nevertheless, its influence would never remain only on science and technology; 
it would inevitably lead to a change in industrial structure, industrial type, 
industrial scale, labor organization, etc. and then inevitably lead too to a 
change to different degrees in socioeconomic relations. Marx and Engels wrote 
numerous long articles studving the world's first industrial revolution, whict 
occurred in England during the 18th century, only because this revolution 
allowed all of capitalist society to obtain a strong material and technolopica 


foundation, which strengthened and developed the system of capitalism. 








) ; 


For this new technological reform which is now occurring in the world, we the 
economic science workers ought to take an active attitude too Our studv is 
different from that of natural science because we are studying from the angle 
of economic science. 


f course, certain common theoretical problems need to be studied universally, 
such as the concept of technological reform, the relationship between scien- 
tific and technological reform and industrial and social reform, the clarac- 
teristics of this new technological reform and its contents, etc.; these are 
the problems that must be studied by both the scientific and technological! 
circles and the economic circles. Still, each course of learning has its own 
different area of study. 


To study the new technological reform, economic science stresses the economic 
angle. Economic science is divided into theoretical economics and practical 
economics. These two kinds of economics study this problem, with the emphasis 
on different points. Based on the full understanding of the a ove-related 
problems, theoretical economics would examine thoroughly those :nfluerces and 
functions which have already occurred or which would occur which are ,:aused 

by the technological reform in socioeconomic development. It must start from 
the practice of contemporary social economics by examining the influence ot 
this new technological reform on capitalist scciety; it should associate 
especially the history and present condition of our country in studying the 
influence and function of the new reform on the socialist modernization of 

the construction of our country; it should study the new conditions and the 
new problems that will appear in our social structure, industrial structur: 
and economic life under the influence of technolopical reform; and furthermore, 
it should start from our strategic purpose in the year 2000 to study and ut i- 
lize the guiding ideology in the world's new scientific and technological 
results. We must engage in a planned and persistent Marxist study of this 
reform so that a scie.tific solution can be obtained. 


The task of practical eco-omics is closely attached to the characteristics of 
this subject of study. Tue task is also to study the possible influence ot 
this new technological reform on this department of economics, to study how 
this department of economics would increase economic results in the introduc- 
tion and utilization of advanced technology and to consider from the angle of 
economic science which problems would be piven attention in introducing and 
utilizing the new technology. 


With regard to the method of study, we still have to insist on the use only of 
the scientific method of dialectical materialism, and avoid dealing only in 
conceptions. Especially in the theoretical study of economics, it is necessary 
to persist in starting from reality and then analyze in depth the inner rela- 
tions between economic phenomena and scientific and technological phenomena; 
one-sidedness, subjectivity and superficiality must be avoided. As tor thr 
political and social outlooks of foreign scholars, we must introduce them with 
analysis; to echo the views of others and copy indiscriminately is undesirable. 


[The "Economic Union" [4842 0957 5114] is a united orpanization of more than 
300 economic groups which includes a great number of courses of learning. In 








the challenge of meeting the new world of technological reform, there are 


erous things we can do or need to do. 


enthusiasm and creativity 
tribution to the modernization of the 
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We must try hard and rise up to carry 
forward the spirit of the liberation of ideas and the pursuit of truth since 
the 3d Plenum of the llth Party Central Committee and give full play to our 


so that economic science can make its deserved 


construction of socialism. 
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NATIONAL POLICY AND ISSUES 


COMMENTATOR'S ARTICLE URGES BONUS SYSTEM REFORM 
Beijing JINGJI RIBAO in Chinese 6 Jul 84 p | 
(Commentator's article: "Ensure Smooth Progress in Bonus System Reform" | 


[Text] The "Provisional Regulations Governing the Tax Levied on Bonuses in 

State-owned Enterprises" proclaimed by the State Council is an important mea- 
sure f¢ ne State oO use axation as a ever in ensurinp he smooth propress 
ire for the state to e taxat tt t! 


of the reform in the bonus system. It is of great significance in removing 


‘ 


the “ceiling™ on the distribution of bonuses, in implementing the system of 

internal responsibility among the enterprises, in arousing the workers’ enthu- 
Siasm in developing production and improving economic results and in fulfilling 
or overfulfilling all state plans. 


A bonus is a kind of remuneration for above-quota labor. The bonuses piven by 
enterprises should be linked with their economic results, and enterprises with 
different economic results will pay bonuses in different amounts. In the past, 
because of the cbjective conditions then prevailing, it was necessary to put 
a "ceiling" on bonuses. However, the egalitarian tendency of piving bonuses 
regardless of the business results or the workers’ contributions has appeared 
and has affected the enthusiasm of the enterprises and workers. Along with 
the restructuring of the economic system and the gradual improvement in the 
system of substituting tax payment for profit delivery, the relationship of 
distribution between the state and the enterprise and the enterprise's economic 
responsibility to the state have become more clearly defined. An enterprise 
having paid its taxes according to regulations has the right to dispose of 
its own remaining profits, and the conditions are thus prepared for "more pay 
for more work and less pay for less work.” 


While reruving the “ceiling"™ on bonuses, we should also control the payment of 
bonuses from a macroscopic point of view; otherwise, there may be excessive 
or indiscriminate payments in the absence of any "ceiling." As a result, we 
will lose control over the consumption funds, with adverse effects on the 
encire economy. This will be harmful to the state, the enterprises and the 
workers. Implementation of the "Provisional Regulations Governing the Tax 
Levied on Bonuses in State-owned Enterprises" not only wiil enable the enter- 
prises to use their bonus funds rationally in rewarding the diligent and 
punishing the lazy but will also help maintain a rational ratio between the 
accumulation and the consumption funds from a macroscopic point of view, thus 


ensuring a balanced development of the national economy. The levying of a tax 











he lp reduce, to 


on bonuses 


. 7 
intare 


T v* . ~ 
Lev vi ly 


different enterprises 


in state-owned enterprises 


nomic interests 


. 7 ’ 
in’ ives 


enterprises and th 
ls 9 _ce ao . 
poiicy issues. 


and worke 


publicity work 


prise 


the un) 


1 comprehensively and correctly understand the 
. . ’ 
he state s rel 


governments, 


localities 


ly cooperate with the 


auditing departments 
and banks. 


progress 


(For cv 


Bonuses 


Pp 2.) 


ions Governi: 


he “Provisional Regul 


CSO: 4006 /687 











s : . 
’ , 
. ~e : 
: 
. ’ 
y 
‘ " 
. ‘ 
. 
s ‘ 
, 
‘ 
. 
. 
. 
‘ 
‘ , 
. 
‘ 
‘ 
| . 
. 
. 
. 
‘ 
. , 
,. 
t 
j 
) 
. 
. 
‘ 











oppose thinking of problems in this way; if the CPC Central Committee calls 
for a quadrupling of output, how can I think otherwise? If you are not 
thinking about increasing your local income and increasing the financial 
resources in reserve, what else are you doing? 1 feel that these both must 
be considered. However, they are lacking one point--how we can best benefit 
society as a whole. Sometimes, local and partial interests as well as the 
interests of departments do not necessarily substitute for the interests of 
society as a whole. I feel that the interests of society as a whole must 

be identical to partial and local interests. For example, where does the 
state invest its funds in order to represent the interests of society as a 
whole? I advocate that we provide people with the data so they can discuss 
it. On this trip | went to Xishuangbanna, and the accompanying leading 
comrades from the Provincial Economic and Technological Research Center and 

I discussed the Guangtong to Dali Railroad. I feel that this railroad has 
great significance and I actively advocate building it. But if in discussing 
this matter with other people, I recommend definitely to build it a little 
earlier. 1 must first have a grasp of the data, which currently is not the 
case. I still must study it. From the viewpoint of Western Yunnan's 
economic development, I hope that they comprehend all available data with 
regard to the significance of building the Guangtong to Dali Railroad. But 

I must also try to understand the railroad department and | must learn about 
this railroad with respect to other equally important railroads and even 
more important railroads. I aiso should ask the state, in the final analysis, 
how much of its capability and how much of its materials we can take; for 
example, how many rails are there altogether and how many can we lay in a 
year? If we comprehend this data we can determine which railroad in the end 
would provide the greatest social and economic results, and we must start 
construction as early as possible. My views may differ from those of a few 
other comrades. I maintain that all relevant data must be made known to the 
relevant authorities. If it is not made known to the public then how can 

it be discussed? I feel that this point is not made strongly enough in 
economic work and that people do not have the data available when they are 
discussing a problem. You must have a grasp of the data if you want to 
convince me to slow down a little. Therefore, | have a proposition: The 
state's planning bodies must still do this one thing: they must regularly 
provide one type of data to the relevant regions or to the entire country 

as well as the relevant specialists and departments. I will call this 
"planning data." Lf you hand over to me the data from all apsects of society, 
[ can then understand where the interests of the entire society actually lie. 
| also advocate that foreign trade departments make public every quarter, 

or biannually at the least, the items, quantity :nd prices of all imported 
goods, and jet all of China know. Thus, we can then know what we must 
produce and what we must replace. If we already know what foreigners sell 

us and how much they sell us, then there will be no secrets that can be 

kept from us. For example, perhaps your coffee-producing regions also do 

not know how much coffee we import and how high the import prices are. 

So you might also not know how to plan coffee production. Above we said that 
we must understand both specific and individual interests and the interests 
of the entire nation and of society as a whoie, and we must comprehend the 
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circumstances of the entire nation and of society as a whole. 


We must depend on four points in improving our sense ot planning: first, we 
should carry out a command plan for a few projects; second, we must guide 
some products by means of pricing and tax revenue policies; third, we can 
use the strengths and materials under state control to combat those forces 
that harm our sense of planning, and this truly is making the use of economic 
measures; fourth, we must fully provide planning data to al! regions in a 
timely manner. This point is not my discovery; the planning organizations 
of many countries have numerous publications, and it only seems as if our 
planning organizations still do not have this type of publication. The 
fourth point is just as I have related above. Thus, I am speaking from two 
viewpoints: on the one hand, research personnel must consider problems 

from the perspective of the interests of society as a whole; on the other 
hand, people who better understand society as a whole must intorm these who 
study problems concerning these types of conditions. 


With regard to the way in which we should consider Yunnan's development 
strategy, I have visited Yunnan a few times and on this trip I| have formed 
the following opinion: Yunnan has two types of problems that it must solve. 
First, Yunnan is an area that has not been fully developed, and when Yunnan's 
abundant natural resources are developed it can supply products to the entire 
country. Yunnan can gain advantages from this; it can earn great profits, 
and can use this money to import from outside those things that Yunnan needs. 
Thus, Yunnan meets certain needs from both outside and within the province. 

A few comrades from Yunnan have given lots o! thought to this point, and ] 
agree with it. Second, I feel that a few comrades seem to have not given 
tull consideration to the point that we must meet the needs ot the people 

of the Yunnan area, and that the focus of attention must be placed on meet ing 
the clothing, housing, food and transportation needs of the people of Yunnan. 
In studying these needs we must consider the problem of developing production. 
We must pay equal attention to these two points and we must combine these 

two strategies and two goals into one strategy. Because we our roads are 
out-of-the-way, prices cannot help but be high, and it is not easy to take 
away these things. However, on the other hand, poor transportation 
facilities are also an advantage. They enable us to have a bit of advantage 
in competition with other regions with regard to commodities when meeting 

the needs ot the people of our own region. Poor transport tacilities can 
also play a role in protecting Yunnan's natural resources. Because there 

is not an inexhaustible supply of some natural resources, if we develop 

them a little we will have a little less. China has an “edge" over other 
countries; its natural resources have not been well-developed, and if China 
had developed under capitalism 200 years ago, it would probably not have the 
wealth of natural resources that it now possesses. Comrades do not 


necessarily know that currentl the United Staite has stored three-years worth 
of nonferrous metals and that tu: stores of Great Britain and France are also 
sufficient for two years of use. Why are they storing nonferrous metals? 

If they have large stores they do not have to worry about blocades by other 
countries. They can also force down prices, and it other prices are high, 


they have other options. Under this type of situation, the more I give hin, 








the more he can store and the more he can control my prices. Last year I 
went to Hong Kong and I visited a store that sells China-made goods. I 
talked with the people in the store about the beautiful embroidered shirts 
that China exports and that the Hong Kong women loved to wear. because the 
embroidered shirts earned hefty profits, many domestic factories brought 
them to Hong Kong to sell. Suddenly it began to be impossible to sell 
embroidered shirts in Hong Kong, and people were unwilling to store them or 
to transport them back to China, and so vendor's booths in Hong Kong began 
to sell the Chinese embroidered shirts. Then the women would not wear this 
tvpe of blouse, because, who wants to wear or give as a gilt something that 
is sold at a stall? In this case, the reputation of our embroidered shirts 
suddenly diminished, sales dropped sharply, and we currently do not know 

if we can turn the shirts over. Concerning the protective role of our poor 
transportation facilities, tor any item that leaves the province, Yunnan will 
also be missing some of its valuable store of money. Inconvenient 
transportation facilities play a protecting role, theretore, there are 
advantages in inconvenience, and when discussing the two points, we cannot 
only regard them as weaknesses. If there is only one side to our strategy 
it will certainly be a weakness, yet we have two-sided strategies. 


| have another impression from this trip to Yunnan: we must think of a way 
to allow peasants to increase their income a little. They would then have 
more cash on hand to purchase more industrial products. This way the old 
peasants can be satisfied. Also, our production of industrial products 


will develop even further. 


For many years, because we have not explored socialist production goals, 


even though we have had two discussions, academic circles have also discussed 


it a great deal. Further, the government has quite often placed product ion 
on the order of the day but has rarely discussed the people's Livlihood. 
Even though it is a goal, it is talked about less often. I teel that the 
problem of livlihood must regularly be on the agenda ot party and government 
organizations. 1 have the impression that we must think more about how to 
improve the Llivlihood of the common people. For example, | think that the 
mats in the houses of the Dai nationality are a bit too thin, and our ricc 
straw mats are made a little thicker and a little warmer, just like Japan’: 
tatami. If we said the Dai nationality would welcome this, would they not 
also welcome other similar products? [In Ruili I saw iron sheet roots. 

[This is also a new type of product, and the Dai nationality, who tor 


- 


venerations have had straw roofs, are now converting to the tiron-sheet rools. 
lhe Dai people welcome this and request a greater supply. The masses can 
obtain new things and are not all that conservative. J! they are able to 
accept iron-sheet roofing, can they accept other things? We use the Dai 
language to give a name tc tatami trom Japan, rice straw can also be 
exported. In any case it has been through al! the testing. Here the men 
wear blankets and the women wear towels. Perhay thi related to the 
atmosphere and the customs of the area, and wv t tudy those problems 
concerning LlLivlihood. Can we manufacture 4 new product that is prettier, 
more convenient, more comfortable and even cheaper than a towel? We must 
think of a way to raise the standards of the clothing, tood, housing and 


10 








transportation of the masses. Marx says that consumption determines pro- 
duction and that production determines consumption. When we must produce 

a product to meet the need of whatever we want to consume, this is con- 
sumption determi-ing production. When we produce a new product, we then 
produce a new need for its consumption. If there were no televisions, who 
would ever think of watching television; this is production determining 
consumption. I feel that there are usually a few changes in Livlihood, and 
there is also an educational effect on people's thinking which casues a 
lessening of conservative ideology. Our thermoses have not changed for quite 
a while and this illustrates that we have made few advances. I often cite 
the example of the transistor radios. In Japan there is a type of transistor 
radio that switches off automatically every half hour whether you want it to 
or not. This seems like it would suit the needs of certain careless people, 
and it shows that Japan pays attention to clothing, food, housing and 
transportation needs and continuously creates new products. When I went 

to France, I saw that the streets were bustling and that many people were 
promoting a new product and giving on-the-spot demonstrations of a steaming 
iron that could press a pair of pants very quickly. The goal of these 
people was not directly to sell goods but was mainly to advertise a new 
product. As soon as people who have irons see a new product that is much 
more convenient, they will buy another one. This is a change and an 
improvement in thinking. It is worth studying any new needs in clothing, 
food, housing and transportation and any new creations. 


Therefore, people say that there are two strategies, and if we only compare 
the output value and yield, this does not necessarily mean that the people 
of that country have good results. Poland's output value has increased 
rapidly, and among East European Nations it is higher than Hungary's, and 
the average percapita output exceeds $3,000. Yet because their products do 
not satisfy needs, and because all that they produce are steel products and 


other heavy industry products, they are unable to meet clothing and especially 


food needs. The result is that the people are making trouble. If you think 
about surpassing other people, the result is that you will be unable to 
catch up. We have a fairly large gap in our value of output and yield 
compared to other countries. Currently our output value per person is 
approximate)y $3,000, and it seems that Yunnan is unable to reach even tuat 
level. What is the figure for advanced nations? Countries like Switzerland 
have an output value of approximately $10,000, and comparitively speaking, 
if they increase this figure by 1 percent, the value of output will increase 
by $100 per person. A $100 increase by our side would be a 30 percent 
increase in one year. Therefore, we cannot merely make a comparison in terms 
of value of output and yield; we must stress the material benefits of the 
people's lLivlihood and we must make better changes in terms of livlihood. 
Their products are wasted and discarded a great deal due to vanity, and we 
do not have this type of waste. If we look at the situation in light of 
the needs of the people's Livlihood and competently study the problems o! 
livlihood, the rise in the actual level of the people's livlihood will bs 
even higher and faster than the increase in output value and yield, and 

we will suit the needs of the people's livlihood. This then is imporiéant 
strategic ideology. Viewing the situation with regard to developing 
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production and meeting the needs of the people forms a complete strategy. 


We must consider a tew major problems, and strategic preblems are indeed 

major problems. Strategic problems can be studied in every respect. When 

a strategic ideology is set, we can then implement a program. A program is 
still not equal tu a plan but is also a type of ideal scheme. We can determine 
a specific plan based on the program. The State Planning Commission and 
Yunnan's comrades have settled on an experimental program for Western 

Yunnan, and I think that the research for a regional territory program must 

be coordinated with research within the province. The program must portray 
our prospects for developing this region. We ourselves must establish an 
ideal tor ourselves, and think that atter 20 or 30 vears we can turn this 
place into something with an appearance and allow peop!e to have prospects 

for the future. The 12tn Party Congress Report mentions that we must 

produce workers that have ideals, morality, culture and that observe discipline. 
What is called "having ideals?" Merely having an ambitious ideal such «as 
"each according to his ability and each according to his work" is not 

enough. We must also have an ideal that after 20 or 30 years has a certain 
appearance. This idea is our stride forward toward communism. There is 

an even more specific ideal in our minds and it can inspire us even more, 

and so we must implement the program. Those comrades present here must 
participate in this program, especially comrades who are leaders in pre- 
fectures, autonomous prefectures or counties. In Yuanlun County in Hebei, 

I said that participating in the program work is equal to participatioag in 
scientific research work. Evervone came to study and wrote a book on 
scientific research, and this book was the program. Currently [I am stressing 
the development of intelligence; we must first develop the intelligence of 
leading comrades and must educate our leading comrades. The substance ot! 
this program is extremely rich, and in implementing this program we are 
raising the level of our comrades. We can also enable cadres to work content- 
edly and to integrate their thinking. Because there is an ideal, there is 

a common goal. Thus it is very much worth doing program work. I advocate 
that there be a program class at the party school. There must be a strategic 
ideology in making programs which can integrate people's thinking. 


The form of strategic ideology must allow everybody to express their 
opinions. The advantage in this is if 100 suggestions are raised, one o 
them should have a noteworthy effect. For example, last night IL wrote 
two short essays, one was "Research on Lifestyles Must Be Placed on a 
Regular Agenda" and the other was "Role Model Heuseholds for a Scientific 
Lifestvle."” Currently, we are carrying out contract production at the house- 
hold level, and as far as I can tell, this type of household joint production 
contract responsibility system is a new starting point for the cooperative 
movement, and in the future it can give rise to many joint and operative 
experiments. We are currently in a stage of consolidating the household 
contract responsibility system. Thus, households have quite a large role. 
With households as a base we must do a good job in production. JT! we can 
think of a way to establish role model households that stresses a scient it is 
and advanced technology in such aspects as production and consumption, the 
surrounding households will be affected by the few role models. 1 do not 


‘ 








advocate adopting any forceful methods. Our cadres and party members must 
take the lead. In organization we must provide them with assistance and with 
scientific guidance. This will allow other households to see them and ti 
go out and spread the news, since there may be losses, I| advocate adopt ing 
an insurance system. The advantage is that after success is achieved, the 
insurances funds handed over will be returned. If unsuccessful, we can 
only act according to guidance, do our duty and use the insurance funds 
responsibility to make the compensation. We should not employ the method 
of subsidizing insurance expenses. Nantong in Jiangsu Province uses an 
insurance method for raising chickens. The peasants are willing and the 
result is that chicken raising is developing as well as earning a Larys 
amount of insurance money. This method is reported in the second issue 

of "Economic Results Journal." The households that take the lead like 
this are called "role model households in scientific iivlihood" and they 
themselves play role models. The science commission can do this type 

of work and it must be responsible to ensure the spread of science and 
technology. 


[In implementing our program we must also study realistic problems. We 
must take this type of step. First, we must advance one step at a time. 
For instance, in regard to transportation, some places with impassable 
roads do not even have caravans of horses, and renewing horse caravans is 
the first step; second, we must study policy, and there should not be any 
money invested in changing policy; third, there must be science, and 
implementing a program is a type of scientific nethod; fourth, the way in 
which we train talented personnel, for example, Xishuangbanna is holding 
discussions on running a "Xishuangbanna Development Institute." 


The final problem is how to effectively use the money which the state has 
given us. The best thing to be able to do is to propose plans for using 
the money which attract state investment. Our cadres often cannot use money 
and cannot earn money. This results in tne state providing them with less 
investment. For example, if the money that the state gives to border regions 
‘s used badly or not used at all, the amount will then be reduced. When 

a comrade from the State Council inspected a certain county, a cadre trom 
that area made a request for funds, and this comrad. said: "It seems that 
you are skilled at asking for money and unskilled at making money." | 

have heard that people have been enlightened upon he. ing of this incident. 
1 feel that we must emphasize the ability to make mone, and the ability 

to use money. The cow raising business in Dali Autonomous Prefecture is 
well-run, yet the situation exists of the milk from some areas yoiny bad 
because it cannot be brought to the faraway powdered milk tactory, and at 
the same time because the original powdered milk factory does not have 
enough milk it cannot be fully effective. I told them about the method 
used by Haidong Autonomous Prefecture in Qinghai. They run more than 20 
powdered milk factories, and one county runs 7, and every day each powdered 
milk factory handles more than 1,000 jin of milk, more than 40,000 yuan 

is invested, the machinery is produced by a county commune machine tactory, 
there are unified inspections of the quality of the products of each small 
powdered milk factory, they use one trade mark and they have a large volume 
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OPEN-DOOR POLICY 


h849}: “How the Open-door Policy Has Benefited 


the 14 coastal cities in China prescribed by the 
doors further to the outside world." Compared 


, Guangzhou has opened its door 5 years ahead ot Le 
1tually become the linking point of Shenzhen, Zhuhai 
the initia pe riod after they were desipnate¢ d to he 


l economic zones. Though not a special zone itse!t, 
that time to execute special policies a 
| “quasi- spec ] »] zone." With this author Pat ; he if 


ré m cand il, advanced facilities and advanced tech- 
1 1984, its imported foreign capital alone had reached 
f $521.83 million were investments in contracts 
v Derations and compensation trades and $183.37 
put to use. In addition, the cash value of it 
g of imported materials, assembly of imported mati 


f imported sampies amounted to $655.23 million and 
rom allocations of foreign exchange and the service 


slants came to $130.63 million. This means tirat in a 


ted foreign capital, net earnings and funds actua 


was next only to Shenzhen and topped all other major 


hese funds, Guangzhou first imported a set of cle 


ost of $47 million to start from scratch its elect 


rapidly. Now, Guangzhou can manufacture not only muit 


watches but also microcomputers and higher-grade Ler 


an Street in Dongshan District has even imported a 


equipment for embroidery in order to operate a computer 


ifactur , a uutstanding industry in 
1 imported its first assembly line fro 
at a rate of one unit per minute. The product’ Poli 
pt n of electricity earned nationwide fame tor 
Vite. ts Inauguration anc caused the pilicn 
y to emerge. Hence, pe | second ASSE mblv ‘ 


make Guangzhou a < ity with an annva out oti . 
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[he investment in the Zhongguo Hotel, which is publicly known to be fo oan 
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international standard, had been originally set at $100 million, but the 
] ; 2 - t , ] 
actual cost was far more than this fligure. iInaupurated on ) June this year, 


this hotel has brought to Guangzhou not only foreign capital, advanced tech 
nologies and advanced facilities but also advanced s tific management. 

Its genera! manager has hired a total of 150 middle-level managers, dining 
room supervisors and super-grade cooks, and its indigenous employees includ 
180 college eraduates. Particuiarly noteworthy is the fact that most of its 
investors are "billionaires" from Hong Kong } that 5 of the 10 so alled 

ultra-rich financial groups of Hong Kong have interests in thi motel. This 


fact will certainly have a far-reaching impact on those investors who are not 


yet tree from doubt and misgivings about the investment market in China. 











Other modernized hotels built with imported foreign capital! 


Hotel, which commenced operation last year, and the Huayuan 


pening ts coming up. Besides, Guangzhou has used imported foreign capita! 


to conduct a technical transformation and renewal of equipment 
restaurants and tea houses. After the iccessful transformation 


Hotel, 10 or more medium-size hots 


Hotel have undergone a complete transformation. These 


iding the Liuhua Hote! 


hotels were 


accommodations 5 years apo, Dut aii of thetr rooms are now equipped W 


conditioners, color televisions, sound systems, multi-funct 


ion te lephone: 


fire and burglar alarms as weil as quality carpets and mattresses. 
have all of the five systems a modern hotel should have. 


As the transformed old hotels and the newly built ones 
Ye atter another, Guangzhou now has 10,000 modernized 


beds. Chinese and foreign travelers visiting Guangzhou no 


worry about the "difficulty of finding hotel rooms" i 
can even satisfy the demand for hotel accommodations 


fair which is held twice a year in Guangzhou. The st 


atistics provided by th 


denartment concerned show that there were 2.2 million person-t 


visitors, overseas Chinese and residents of Hong Kong 
Guangzhou in 1983. 


Restaurant 


The transformation of the Guangzhou Restaurant, Beiyuan 


Restaurant and the opening of a large number of privately 


, : ; : 
nave not only piven a facelift to those old eating places but 


ymnce and for all the embarrassing scene of restaurant 


pat rons qu¢ 


entry and seating. And the quality and quantity of the meals serv 


taurants have been greatly upgraded. Hence, many “old-timers” 


, . . ~ BI 
have suggested that the lost fame f “eating in Guangzhou 


\mong the projects to import foreign things which are counted by the 


thousands, one has a far-reaching significance. This isto 


time, public housing with imported foreign capital, a project master 


by Cai Ruoming [5591 5387 2494], secretary of Guangzhou's Dongsha: 


Party Committee. To overcome the "difficulty in housing,’ 


able for many years, Cai imported foreign capital to develop 


public housing project. Without requesting funds from 


97 ,000-plus-square meter nroject of 766 units on a muddy 


in adjacent supermarket and other living facilities also 


has now resigned from his district party secretary job to become c 


the board of the Donghua Enterprise Corporation. He 


set by Donghu Xincun to develop two other projects called Hubingyuan 


Huayuan Xincun. He has already found investors and completed 


plans and models of the two new projects. The emergence 


aroused the interest of many city workers and urban development 


have visited the project one after another and commented 


new way out for the housing problem faced by urban residents. 


Five years ago, Guangzhou had difficulties in many areas, 


public transportation, eating in restaurants, seeking medical 


food, making clothes, finding living quarters which was 
? 7 
ii 


cult than finding a wite and enrolling children in a 


nurse 





In short, there were difficulties in doing this and that, and the instances 
were beyond count. Now, the economy has been developed and the people have 
been extricated from all kinds of difficulties. Not only has the number of 
areas plagued by difficulties decreased, the degree of each difficulty has 
also been reduced. Though the change from having difficulties to not having 
difficulties is certainly caused by acombination of many factors, we cannot 
deny that the open-door policy has played an important role in it. 


On exactly such a basis, Guangzhou has ushered in the new mission of “opening 
its door further to the outside world” with full confidence. Immediately fol- 
lowing the announcement of the State Council's prescription, the concerned 
departments of Guangzhou Municipality have drafted the “Outline of Planning 

on the Zone for the Development of the Economy and Technology of Guangzhou" 
and have ordered Huangpu District in the eastern suburb of Guangzhou to delimit 
a lot of 36 square km as the site of the zone in order to give impetus to al] 
of Guangzhou proper to open its door further to the outside world. 


, 
CSO: 4006/705 














ECONOMIC DEVELOPMENT ZONES 


PLANNING OF MODERN INTERNATIONAL COASTAL CITY DESCRIBED 
Hebei JINGJIXUE ZHOUBAG [ECONOMIC WEEKLY] in Chinese No 19, 7 May 84 p 2 


[Article by Guo Zhenying (6753 2182 5391], et al: "Preliminary Inquiry Into 
the Economic Development Strategy of Tianjin"] 


[Text] To study the economic development strategy of Tianjin, first of all 

we must be clear and definite on two principles: (1) The economic development 
strategy of Tianjin must conform to the economic development strategy of the 
whole nation and the general tendency of the economic development strategy of 
the world. (2) The specific characteristics of Tianjin must be analyzed. 
Based on this, the principal aspects in the economic development strategy of 
Tianjin are as follows: 


To Be Clear and Definite About a Goal 


Tianjin is to become gradually an economic center in North China and a mod- 
ernized international coastal city in reality as well as in name. 


Of course, the economic position of today's Tianjin is not a good one; as it 
is everywhere in the country, Tianjin has also suffered from the ideologica! 
influence of the "left" and the errors committed in its operation. Aside from 
the reasons given above, there are still four other special factors: (1) As 
a coastal city, Tianjin has been bound by an undeveloped coastal policy for a 
long time, and the main projects are much fewer in number than those of other 
big cities. (2) The whole North China region lacks a unified plan, the irra- 
tional distribution of productive forces has become multicentered and the fun: 
tion of Tianjin has been partially eliminated. (3) Since Tianjin was once a 
merger of province and municipality, the economic development of both Hebe: 
Province and Tianjin Municipality has been affected. (4) The strong earth- 
quake in 1976 damaged Tianjin badly. Now the strategic goal of the economic 
development of Tianjin is clear and definite day by day, and this indicates 
that the development of Tianjin has entered a new historical period. 


To Make the Most of the Two Great Superiorities 


The two great superiorities of Tianjin Municipality are its geographical 
position and its comparatively high level of technology. 
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. mrades think that the number ndustr é rile is i preat iV 
tage for Tianjin. For instance, out > thie mm ind trida ategories t 
state statistics Tianjin has 153, 8 more than Shangha is. We think that a 
peciigi« inalysis must be made of this 1 fhe past, der the situatior 
the existence tf barriers and regiona Dine lé . a mpietle n ymber I cat 
gories was a rare thing. But along wit! hina’s further restructuring of its 
economic administration system, and the step-by-step breaking down of regiona! 
blockades and barriers, a unified sox plist xet i ft China has grad 
ually taken form and this so-called s ipe;s rif : mpiete number of ate 
ries will pradual lv @ | Sappe ir. Under ‘’h tuat . nt eteness of cate 
gpories ‘ a an advantage anymore; : tead, due °t t he Ck f concentrat: 
f torces caused by scattered manpower, wealth a d material, it has become a 
d dvant age. Some comrades think that rich natural resources are the other 
iperiority, but we must see that today, with product: < Lalized day by 
dav, t have r have not o:r to have more r less f the res n's natura! 
resources 18s not as imporfant as it was in the past. The main raw materia! 

f Japan's steel industry comes from Australia, Brazil and other countries, 
and thi has not kept Japan from becoming a "steel 5 ” 1 the world. None 
of the countries with the rich resources of petroleum and minerals in the 


Middie East, South America and Africa ha ictually realized the modernization 
f their national economies. So rich tural resour vy an advant ageous 


mdition but not a basic advantage of a di lve iture for long-term economi: 


In view of all this, what is the basic advantage for Tianjin's economic devel- 
opment’ We think, mainly, there are two aspects: me s the superiority of 
geographical! position and the other is the mparat ive y nKhigt evel of tech 
nology. The speed of the development of modern ties depends to agreat 


degree on their geographical position; this has already been proved in practic« 
at home and abroad. Tianjin is situated on the west side of Bohai Bay, it ha 
established economic contacts with more than 150 countries and regions in the 
world and it has the whole of North China as its hinterland. The goods and 
materials for import and export of a total of |! provinces and urban districts 
are transported through Tianjin port. From now on, in the area of increasing 


economic contacts between the urban and rura! areas, among the regions id at 
home and abroad, Tianjin would produce a marked effect still more important 
Besides, now that economic development depend re and more on technolopica! 
renovation, technological development is already the most important area of 


economic development. At present, in Tianjin there are more than 60,000 eng 


neers and technicians, more than |! million very experienced old workers, 


? 


institutions of higher learnings and more than ; entiudac research in u 
tions; in science and technology, cspecially the area of applied technology, 
Tian)i has a comparatively high level of deve! ymme rit This is another bas 
idvantage of Tianjin 

Overcome Three Weaknesses 
Tianjin must settle the problems of the suf f ency f watersheds, shortage 
of energy resources and deficiency of natural ¢ uf 
To speak of the condition of economic developm era vy, there are th 


following three points: 
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o Natural Resources 


The settlement of the problem cf the raw materials of Tianjin's industrial 
production has always depended mainly on imports and materials sent 1 from 
elsewhere in China. From now on, along with the economic vrowth of the inte- 
rior, the situation of the shortage of raw materials will be worse instead ot 
better, and the principal ways to deal with a situation like th should be 


as follows: (1) To take and to abandon. Adjustment would be made cn the pres- 
ent 153 lines of business; stress should be placed on the development of the 
rising lines of business of the type with technologics ciustered together and 
on the traditional products of actual superiority so that an industria: struc 
ture with lower consumption of raw materials and fewer key points standing 


out would be gradually formed. (2?) To take in and to give out With re d 
to the domestic shortage of raw material, it is necessary t itilize fully 

the geographical superiority of Tianjin. Based on an economical and rational 
principle, we must dare to use imported raw materials in order to cultivate 
exports. At the same time, in the coastal regions we would plan and build 
export-processing zones to develop vigorously the processing of imported mate- 
rials, the processing of imported samples and the assembly of imported parts 
and other external forms of economic technology cooperation. (3) To separate 
and to join. There is a shortage of raw materials in the production of some 
goods like carpets and so forth, but these goods possess actual superiorities; 


so under this condition, products like these would be produced in the form 

of joint management with related regions, and Tianjin would use its technology 
and the advantage of its port to do the final processing and export business 
while other parts of the country would supply the material or do the primary 
work. Some products could also be produced jointly with other parts of the 
country, while each region produces its own spare parts a: 1 together 
groups and assembles them. 


[To Open Up Four Markets 


We must work with all our efforts to open up four big markets in the urban 
areas, in the regions, at home and abroad. 


[Tianjin market is composed of four parts: urban, regional, domestic and for 


eign. A look at the final direction of the circulation of Tianjin’s products 
tells us that generally each of the four markets has one-fourth of the total 
products. A look into the future shows that Tianjin Municipality must continue 
to work hard in opening wp the tour markets. ; <a 


1. The Urban Market 


The urban market is an important part of the Tianjin market. C present view 
shows that the Tianjin market is stable and rich in substance, but there 1: 
still an abundant outflow of purchasing power. There is a idless increase 

in currency saved up temporarily by the people. At the end f 1982, the savinp 
deposits of both the urban and rural residents totaled 1.25 bill yuan, 2.1 
times greater than in 1978. How would this amount of currency be changed trom 
a means of saving to a means of purchasing? This needs to be worked out 1 


} 


iil its aspects. 








2. The Regiona! Marke 


. . *--* ' . . . 
Now, Tianjin s regional markets are already concentrated 
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Based on the “internal joining up and external crowding out" dev 
of the coastal cities and Tianjin's general strategic poal, the 
of foreign markets is the strategic emphas} it the Tiangyi: ir ke 
look at the depth and vastness of the foreign market, it does 
well Tianjin's economic position; to look at the structure of pr 
1S a very big proportion of general industrial products and agr 
byproducts; to speak of the distribution of markets, they are 
mainly in the Third World countries; to speak of the level of ex 
ucts for foreign exchange, Tianjin is much lower than Shanghai; 
of the foreign trade deficit has never been very well settled. 
lems are waiting to be worked out 

To Develop Five Maj< Industries 

We must work vigorously in developing the five major industr 
industry, mechanica! industry, electronics dustry, it 
try and the new basic-material industry. 

Generally speaking, Tianjin should stress the development of the 
tries. These risiny industries would have a colony structure 
gration with around 10 r np nes of business as the mayor line 
tional industry as the minor line. The Fourth Party Representat 
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needs to be studied and realized. At the same time, it is necessary to study 
the tendency of the development of the world's new technological reform and to 
develop with great effort the rising technological lines of business and their 
products. Moreover, it is desirable to make the relevant adjustment on the 
basis of the present industrial structure and product structure. This would 
be the key to whether or not to achieve the strategic goal of Tianjin. 


To Form Six Networks 


These networks are: the network of production cooperaiion, network of tech- 
nology transter, network of communications and transportation, network of com- 
modity circulation, network of banking administration and network of informa- 
tion transmission. 


To achieve its own strategic goal, Tianjin must form a series of unblocked 
Circulation networks of organic colonies in the areas of production, circula- 
tion, expenditure, technology transfer, information transmission and so forth. 
These networks are given mainly as follows: 


1. Network of Production Cooperation. It is necessary that the base be on 
the unified planning of the state and the rational economic principle be pushed 
forward energetically with the construction of the economic zone in Bohai Bay; 
it is through the unified planning and rational distribution of productive 
forces in the regions concerned of Bohai Bay that the said regions would real- 
ize the conditions of a rational division of labor, coordinated development 
and common prosperity. Tianjin must become closely involved in the coopera- 
tive development of economic technology with North China and other provinces, 
municipalities and regions in all of China. Tianjin must also expand exten- 
sively its international economic intercourse, participate actively in the 
international economic division of labor and use the international market to 
urge economic development. 


2. Network of Technology Transfer. As a coastal industrial city, Tianjin 
must develop the advantage of its own rich technological force to build up 
gradually the network of development, cooperation and transfer in urging the 
development of its own deserved function in technology transfer at home and 
abroad. 


3. Network of Communications and Transportation. Communications and trans- 
portation in the region of Tianjin are still in a tense situation, and the 
railway department can only supply 70 percent of the railway cars. The problem 
of ships and goods held in the port of Tianjin is still very serious. In order 
to solve the communications problem of Tianjin, we must gradually make it become 
a modernized pivot of communications with its port as a center, complete with a 
water route, railway, highway, air route, tube line and other forms of transpor- 
tation with reciprocal connections. 


4. Network of Commodity Circulation. Historically speaking, Tianjin has been 
the internal and external trade center in North China's regions. At present, 
it still possesses this function but it has had little development. Therefore, 
we need to work hard on the following aspects:. (1) We need to restructure 
both the internal and external trade systems. In internal trade, the links 








and administrative order in wholesale goods should be reduced so that the time 
taken for commodities incirculation orders can be shortened. As for foreign 
trade reform, in the recent period the main thing is to develop the agent sys- 
Cem in order to coordinate the relationship between industry and trade. 

(2) We need to increase the construction of the necessary basic installations 
and service installations for developing internal and external trade. At the 
same time, it is desirable to work hard on developing storage for grains and 
goods, consigning for shipment, processing, consulting, etc. (3) We need to 
station trade Grganizations both at home and abroad. 


5. Network of Financial Administration. As is everywhere in China, the form 
of financial activities of Tianjin does not meet the requirements of economic 
development. Hereafter, we must quicken the pace of restructuring the system 


of financial administration in accordance with the resolution of the Central 
Committee so that each bank stationed in Tianjin will be given full play in 
the areas of raising funds, management, use of capital and support for iocal 
economic construction. Along with che gradual formation of the economic zone 





in Bohai Bay, an economic zone bank must be established to strengthen the exter- 


nal financial activities. 


6. Network of Information Transmission. At present, Tianjin still has not 
formed a complete network of information transmission, and contact with other 
parts outside of Tianjin or with foreign countries is even worse. We ought 
to work hard in developing postal and telecommunications services and form a 
complete and unified economic forecast orgsnization and economic information 
network at home and abroad, from enterprise to the whole economic zone. We 
must introduce the advanced method of dispatch and raise the quality of 
receiving and gathering information and storing, analyzing and delivering it. 
This network will cause Tianjin to become gradual!y a comprehensive informa- 
tion dispatching center in the North China regions, and this will suit the 


necessity of rapid economic development in Tianjin Municipality and its regions. 
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ECONOMIC PLANNING 


ENTERPRISE MANAGEMENT IN HUNGARY STUDIED 


Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 8, 5 Aug 84 
pp 60-61, 46 


[Article by Chen Xueyan [7115 1331 3601]: "The Main Way To Expand the Decision- 
making Power of Enterprise in Hungary" ] 


[Text] The Hungarian government has attached great importance to the expan- 
sion of decisionmaking power for the enterprises and regards this as the core 
of economic restructuring. For more than a decade, the Hungarian government 
has continued its measures for improvement in this direction and achieved 
great success. 


In Hungary, the so-called expansion of decisionmaking power for enterprises 
means "placing most of the power of making economic decisions under the 
jurisdiction of enterprises." The power of enterprises is expanded mainly in 
the following five aspects: 


1. The power of enterprises to formulate plans which need not be approved by 
the higher authorities. 


The major features of the system of economic management after the reform in 
Hungary is the abolition of production targets assigned directly from the 
state to the enterprises, without, however, abolishing planning. The state 
works out the long-term (15 years), medium-term (5 years) and annual plans. 
The purpose of state planning is to decide on the economic strategy, to set 
the main goals and stipulate the proportions of economic development, and to 
form the basic macroeconomic relationships. Therefore, "planning is still the 
foundation of leadership by the central authorities." 


The state has abolished the planned targets of a mandatory nature assigned to 
the enterprises from the higher authorities and adopted a system of guiding 
plans. It reconciles the enterprises’ plans with state plans mainly through 
regulation by economic means. The Hungarian government stipulates that the 
enterprises can work out their own long-term, medium-term and annual plans 
which will serve as the program of their business activities. These plans, 
having been approved by the enterprise leadership need no further approval 
from the higher authorities. We have inspected the "Videoton" Radio and Tele- 
vision Plant which produces more than 300,000 TV sets annually. This plant is 


26 








a good trading partner of China, and has exported to us tens of thousands o! 
TV sets. The plant director told us that the annual plan of the plant was 
based on supply and demand on the domestic market and on the export agreements 
signed with foreign countries in the preceeding year. It required no approva! 
from the metallurgy and machine building department which is the leadership 
Organ at a higher level. In other words, no administrative orders are used to 
coerce this plant to change its production plans, and the enterprises are free 
to make all the policy decisions concerning their own business activities. 

Now there is the question of how will the state incorporate the enterprises’ 
plans into the state plans, and if the enterprises’ plans do not fit in with 
the state's plans, what action will the state take. In sucu an event, the 
state will use the method of regulation by economic means. The plant director 
said: The plant's annual output is 300,000 TV sets. If the state wants it to 
produce 10,000 more sets in view of the demand on the domestic and inter- 
national markets, it will have to increase bank loans to the plant, lower the 
interest rate, raise procurement prices and so forth. Of course, the plant 
has the right to .dhere to its own plans. However, plant directors would 
generally respect the state's wishes, since the top leaders of state-run 
enterprises are hired and fired by the state, which also decides on their 
bonuses and rewards. The greatest advantage for the enterprises from the 
abolition of planned targets set by the higher authorities is the direct link 
between their production plans and the market demand, which can greatly im- 
prove the economic results. The means of regulation used by the Hungarian 
government in its planned management are mainly pricing, taxation, credit, 
subsidy and wages. These means of regulation, separately controlled by some 
functional departments, will play their roles along different lines in resu- 
lating the enterprises’ profits and guiding their economic activities in such 
a way that they will meet the requirements of the national economic plans. 

The economic means of regulation are centrally exercised, the work of coordin- 
ation and balancing is actually carried out by the planning bureau, and ap- 
proval is granted in the name of the government. This is an important 
guarantee for the fulfillment of plans. In order that the means of regulation 
can serve this purpose, it is, first of all, necessary that planned contro! 

be exercised over the ratio between consumption and accumulation. 


2 The power of the enterprise to purchase raw materials and to sell! its 


~-* 


products. 


In the past, the varieties and quantities of an enterprise's products as we! | 
as the raw and semifinished materials it required were ali stipulated or sup- 
plied by the state under a unified system. After the reform, this system was 
replaced by a trade system whereby the enterprises could purchase the required 
raw materials and equipment on the market. There was a trading company named 
"Tron Ball" Iron and Steel Producer Goods Company in Hungary. Its task was to 
circulate steel materials of various qualities, forms and specitications 
(approximately 30,000 types) and to supply them tc the small and medium-size 
enterprises. This company collected all the orders from these enterprises and 
then placed its order in large lots with the metallurgical enterprises. Alter 
the purchase, the company would distribute the goods among more than 5,000 
enterprises and charge certain handling fees. It had its outlets throughout 
the country. In Hungary, there are trading companies similar to the "Tron 
Ball" Iron and Steel Producer Goods Company eve-cywhere. 





wT - . - - . ; - , - - 
The enterprises have their right to sell their produccs in either domestic or 


foreign markets. At home, the products tor domestic consumption can be sold 
by the production enterprises directly to the retail stores. These productior 


enterprises can also oven their own retail stores for selling their own pro- 
ducts, sign sgreements with other retail stores specially dealing in these 
products, or sell them to wholesale enterprises. The products intendec tor 
foreign markets can be sold through the tollowing channels 1) Collective 
agreements signed with foreign trade enterprises. 

take the form of business partnership (meaning that the production enterprise 
and the foreign trade enterprise are jointly responsible for the production 

and exportation of the commodities and for the risk involved, ind will share 
the profits) or the form of profit-sharing (meaning that the production enter- 
prise and the foreign trade enterprise are jointly responsible for the export- 
ation of the products and for the risk involved, and that the foreign trade 
enterprises will receive ce:tain remunerations without, however, being, respon- 
sible for the risk in production. 2) Agreements with the foreign trade enter- 
prises as their export agents, whereby, the foreign trade enterprises can ex- 
port the products of the production enterprises at the prices stipulated in 

the agreements and receive certain remuneration without beiny responsible tor 
anv risk. 3) The possessicn of toreicn trade rights by the production enter- 
prises. Such production enterprises are few in number since they have to be 
approved by the ninister of foreign trade, the chief of the state plinnin 
bureau, and the president ot the national bank after consultation. At present, 
there are only 83 production, commercial and service trade enterprises possess- 
ing foreign trade rights. In addition, there are 300-400 enterprises possess- 
ing these rights only for certain products, and they have agreements with 


foreign enterprises or long-term cooperation in production. 


Collective arreements can 


3. The power of enterprises to set prices tor some products. 


There is great flexibility for the price policy under the new econo: 

ment system in Hungary. [n the opinion of Hungarian economists, tin 

function of price is to guide and encourage the producers and 3 

making correct economic decisions. Price can not only lead to the roti 
of variovs economic resources and to the adaptation of production t - 
mands based on the ability to pav; it also helps to form rational 

and production patterns and to ensure a balance of supply and demand. 


Before the reform, the prices ot products were all set by the state. Atter 
the reform, a flexible price system was introduced in different forms to per- 
mit competition among the enterprises. As a poiicy, the Hungarian ,overnment 
stresses the need for planned prices in the belief that the state must 
strengthen its price control and pertect the system of planned prices betore 


these prices can reflect or approach the social costs. At the same time, it 
also recognizes the market's influence on pricing for the reason that when all 
production units have become independent commodity producers, the true value 
of their products should be subject to the market's assessment which should 
serve as the basis of pricing. Theretore, Hungary has adopted the method o 
combining pricing by the state with pricing by the production units. The 


c 


current prices consist of: 








1) Fixed official prices. The prices otf all products which have a direct 

bearing on people's livelihood, such as staple foodstuffs, fuel, basic raw 

materials, basic consumer goods and social services, are set and changed by 
the state supplied and commodity prices bureau. 


2) Negotiated prices within the limits of official prices, which consist of 
“ceiling prices" and "floating prices." The products of the building industry 
and some raw materials and consumer goods belong to the former category. 
Ceiling prices are set after deliberation among various circulation cnter- 
prises and then submitted to the supplies and commodity prices bureau tor 
approval, registration and public announcement. Ceiling prices for new con- 
sumer goods, however, are generally set by this bureau. Floating prices are 
also called guiding prices. Within the limits of state-s°t prices, the enter- 
prises can raise or lower the prices by a certain margin according to the 
market's supply and demand. 


3) Free prices. The enterprises are free to set the prices of luxury articles, 
high-grade garments and some prcducts which have no significant effect on 
people's livelihood. The state does not set the prices of these products, al- 
though its views are used by the enterprises for “reference purposes." Never- 
theless, free prices are not entirely free. The enterprise wishin, to set 

free prices for its products must apply to the supplies and commodity prices 
bureau half a year in advance. As long as this bureau has no objection, the 
enterprises will be able to increase the prices half a year later; but not 
otherwise. The government also sets some limit for floating prices, such as 

a margin of 8 to 20 percent for garments. Any enterprise exceediny this limit 
will be punished. There are five grades of punishment: warning, a fine o! 
1,000 forints, a fine of 5,000 forints, a fine of 3,000 forints for every 
square meter ot the business premises, and finally the cancellation of business 
license which will force the enterprise to suspend its operation. 


U 


4. The power of the enterprise to allocate and use part of its profits. 

Before the reform, the enterprises had to turn in all their profits and wiiet- 
ever remained could only be enough to main simple reproduction. Sometimes, 
even simple reproduction could not be maintained because the depreciation funds 
had to be turned in. After the reform, the government adopted the policy of 
substituting tax payment for protit delivery whereby the enterprises can retain 
their profits after paying the taxes as required under this policy. 


From the total revenues of enterprises in Hungary, deductions are made tirst 
of all for production expenses, depreciation funds, wages, and delivery to the 
state, while the remainder is retained as the enterprises’ shares of protits. 
The profits delivered by the enterprises to the state include "social sccurity 
funds," "income tax," "producers' price-differential circulation tax," "pro- 
duction tax" and "land tax." What will become of the remaininy profits for 


the enterprises? We have visited Sziklai, the largest collective bavaar in 
Budapest. The manager of the bazaar told us: "Sziklai Bazaar has tirst ot 
all to pay to the local municipal council an urban and rural development tax, 
amounting to 15 percent of the profits. This tax will be used by the local 
government to develop municipal construction and other public utilities as 
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Ali -CONOMILC DATA 


HUBEL COAL PRODUCTION INCREASES 


Shijiazhuang HEBEL RIBAO in Chinese 13 Sep 84 p 1 

Article: “In a Flash of 35 Years, Raw Coal Output Increased 10-fold -- In tix 
35 Years Since the Founding of New China, Hebei Province Has Produced a Grand 
fotal of More Than 1.1 Billion Dun of Raw Coal with an Average Progressive 

| nc Tease oO! Je 2 Percent ” ] 


(Text} Hebei coal production has been developing rapidly in the 35 vears since 
the founding ot New China. The raw coal output of the whole province in 1983 
totaled more than 55.4 million dun, equivalent to 10.8 times the annual output 
during the early period of the founding of New China, for which Hebei ranked 
third in the nation in coal production. Calculated on the basis of the present 


level ot production, coal output for 34 days is now equal to the annual output 
during the carly period after liberation. Hebei Province produced a grand total 


of more than 1.1 billion dun of raw coal in the past 35 years with an annual 
average progressive increase of 7.2 percent. The trains carrying the coal, 
if lined up in sequence, would circle the earth 7.19 times. 


In spite of its long coal-mining history, the development of the coal industry 


in Hebei had been very slow before liberation. The founding of New China opened 
1 vast prospect for Hebei‘s coal industry. For 35 years, especially since the 
sd Plenary Session of the llth CPC Central Committee, guided by the correct 
principles and policies of the CPC Central Committee, Hebei has implemented a 


series ot measures to vitalize the coal industry and as a result, coal produc- 
tion was greatly developed. 


One of the important measures in developing Hebei's coal production was to 
adhere to the road of tapping all available potential, innovation and reform 

and developing production intensively. Beginning in the 1950's, Hebei continued 
to renovate shafts selectively in 20 places and increased production capacity 

to 15,456,000 dun, thereby transforming those utterly dilapidated old mining 
shafts left over from old China into new socialist mines step by step. With the 
levelopment of the state economic construction, Hebei also carried out th 
large-scale capital construction of coal mines, and a great number of new shalt 
ind coal-cleaning plants were built and put into operation. Between 1960) and 
1983, a total of 29 pairs of shafts were built or were under construction in 
Hebei, with a designed annual coal production capacity of 26.48 million dun. 

1 mines were renovated and the new shafts completed, a coal indus- 
trial base in Hebei came into shape step by step with the Kailuan, Fengtfeng, 





Jingjing, Xinglong, Xingtai, Handan and Xiahuayuan mining bureaus (mines) as the 
backbone and incorporating with the local small coal mines which spread all over 
the place. Thus, Hebei became on. of the major coal-producing provinces in the 

country. 


The rapid development of Hebei's coal production found expression in the notable 
changes in the technical aspects of the coal mines. Various coal mines have 
adopted new technologies, new skills and new equipment to reform earnestly the 
backward way of production and the old extraction methods. As a result, the 
technical level of production in the shafts improved on an unprecedented scale. 
In coal extraction, new methods are being used to eliminate gradually the old 
ones. At present, over 90 percent of the collieries, whose products are dis- 
tributed under a unified plan, use new methods to extract coal and over 55 per- 
cent of the local coal mines also use new methods. With regard to technical 
facilities, the collieries whose products are distributed under a unified plan 
have step by step achieved mechanized or semi-mechanized operations in their 
main production processes; they are equipped with 17 sets of composite mechanized 
coal-extraction machinery that are made in China or imported from abroad, 1] 
sets of high-grade general extraction machinery, 120 coal-extraction machines 

of various types made in China and 886 units of various types of tunneling and 
loading equipment. In the local state-operated coal mine, ventilation, drainage, 
transportation and hoisting have also been basically mechanized. Various large 
and medium backbone shafts also used photoelectric techniques, carrier-wave 
communications, centralized control, remote survey and laser and other advanced 
technologies; electronic computers have: also been introduced in some of the 
shafts. 


Safety in the shafts has improved notably as a result of large-scale technical 
transformation, and floods, fires, gas, coal dust and other major disasters are 
properly controlled and prevented. Various mining districts have also univer- 
sally set up better equipped welfare facilities to make continual improvements 
in the material and cultural lives of the miners. 
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JIANGSU FISHERY DEVELOPMENT DESCRIBED 
Nanjing XINHUA RIBAO in Chinese 13 Sep 84 p 2 


[Article: "Fish Farming by Specialized Households in Jiangsu Province Deve lops 
Rapidly"] 


[Text] Various localities in Jiangsu Province are making sustained efforts 

to perfect the output-related system of contracted responsibility in fish 
farming, and fish farming by specialized households is developing rapidly this 
year. 


According to statistics compiled from a recent investigation, over 90 »ercent 
of the fish farms in Jiangsu Province this year that cover 4.46 millico mu of 
water surface have set up various forms of the output-related system of con- 
tracted responsibility and have generally extended the number of years set for 
the contracts. Particularly gratifying is the fact that the number of 


households specializing in fish farming throughout the province now totals 
60,000, an increase by 13,000 households over last year. Among them, more than 
5,000 are large fish-farming households that contracted for over 10 mu each of 
water surface. Since the beginning of this year, Shuyang County has let one 
household contract for one pond or several ponds in fish farming instead of 
having several households contract for one pond. It ha also extended the con- 
tractual period from 1-3 to 5-15 years and changed the practice of “state owned, 
state farm; village owned, village farms; hamlet owned, hamlet farms" to lead 
able persons to sign contracts. Now, 34,000 mu of water surface for tish 
farming in the county have all been contracted out to households. 
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AGGREGATE ECONOMIC DATA 


RARE-EARTH PRODUCTION IN CHINA 
Beijing JINGJI RIBAO in Chinese 15 Sep 84 p 1 


[Article: “China Ranks Second in the World in Rare-earth Annual Production 
Capacity--Capable of Producing over 100 Varieties and Products of over 200 
Specifications and Basically Satisfying Domestic Needs, They Are Being Exported 
in Large Quantities"] 


[Text] China's rare-earth industry, which was started from scratch after 
liberation, has made rapid progress. Now it ranks second in the world in annual 
rare-earth production capacity; the sphere of rare-earth application is con- 
tinually expanding, and the total amount of rare earth used annually ranks third 
in the world. While notably improving the quality of products, China is capable 
of producing over 100 varieties and products of over 200 specifications, and 
besides basically satisfying the domestic needs, they are being exported in 
large quantities. 


In 1953, using monazite as a raw material, the Yonglian Chemical Plant in 
Shanghai extracted thorium to manufacture mantles for gas lamps. The rare earth 
left over from this process was stockpiled as a by-product and was later used 

to trial-produce kindling alloy. China, the first country to use rare earth, 
began to master the technique of separating the rare earth in 1958. After the 
Baotou Iron and Steel Company was built and put into operation, Baotou Iron and 
Steel Plant 704--the first specialized plant for producing rare earto--was built 
in Baotou in 1957. Through efforts made over the past 20 years or more, the 
rare-earth industry became a system characteristic of our resources, production 
and application, and three rare-earth production bases have been built in Baotou, 
Shanghai and Lanzhou. Moreover, Jiangxi and Guangdong have also acquired a 
certain productive capacity in this field. 


China has a very rich resource of rare earth with a verified industrial reserve 
of 36 million dun. It has all 17 known rare-earth elements. The reserve in the 
Baiyun Ebo mine in Baotou accounts for over 90 percent of the rare-earth re- 
serves in the whole country, and it is one of the few places in the world where 
the rare-earth minerals are concentrated. 


Rare earth contains numerous exceptional physio-chemical properties. The sphere 
of rare-earth application in China has been expanding daily over the past 
20 years or more, and it has been widely used with excellent economic results 
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in the metallurgical, machine-building, petrochemical, glass and ceramics, 
electronics, light and textile industry departments. High-purity, rare-earth 
products are being widely used in China in electronics. the defense industry; 

and space technology. Rare earth has also been used in agricultural scientitic 
experiments for over 10 years. In Hunan and Heilongjiang today, several million 
mu of arable land have been set aside for demonstrations and for promotion and 
notable results have been achieved in increasing the output of wheat, paddy rice, 
soybeans, peanuts, cotton, sugar beets, rubber and other crops. 


Attaching great importance to the position and role of rare earth in the 
national economy, the CPC Central Committee and the State Council have put torth 
the principles and policies on speeding up the development and popularization 

of the use of rare earth. Many provinces, municipalities, autonomous regions 
and departments have readjusted or set up offices to promote the applications 

of rare earth. The rare-earth industry in China is expected to advance even 
further. 
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BRIEFS 


[LMENITE PRODUCTION IN HAINAN ISLAND--Since the 3d Plenary Session of the llth 
CPC Central Committee, the Wuchang ilmenite mine on Hainan Island has adopted 
a "new technology of circular-cone ore dressing involving the dry extraction 
and dry transportation of sand from the sea," which originated in China, and 
has produced four kinds of products including ilmenite totaling 45,235 dun. 
The total industrial output value came to 17.37 million yuan and the total 
nrofits amounted to 2.5 million yuan. Four kinds of products including 
ilmenite totaling 96,520,000 dun were produced between January and July; the 
total industrial output value amounted to 3.28 million yuan and the amount of 
tax instead of profits delivered to the state totaled 250,000 yuan, fulfilling 
the annual plan hy 55.6 percent. [Text] [Haikou HAINAN RIBAO in Chinese 

5 Sep 84 p 2] 12662 
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ECONOHIC MANAGEMENT 


MODERNIZATION OF ENTERPRISE MANAGENENT 


Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 8, 
5 Aug 84 pp 44-48 


[Article by Su Dongshui [5685 2639 3055], Department of Busi- 
ness Management, Fudan University, Shanghai: "Course of Lec- 
tures on the Modernization of Enterprise Management, Volume 1]: 
General Principles; First Lecture: The Necessity for the Hod- 
ernization of Enterprise Nanagement" | 


[Text] The modernizetion of enterprise managenent is a pro- 
cess of continuously perfecting the ideology, organization, 
methods and means of enterprise management and of continuously 
improving the quality of managerial personnel. The purpose of 
it is to achieve the objectives, on the one hand, of meeting 
the needs of the developing productive forces and, on the 
other hand, of meeting the demands of tne production rela- 
relations, with the aim of spurring on a rapid increases in 
economic results. To achieve a modernized construction, we 
must have modernization in enterprise management. This is an 
important task in our efforts to open up a new era of social- 
ist modernizations. Advancing the modernization of enterprise 
management has become an important and pressing task that we 
are now faced with. 


Il. The Necessity for Modernization of tnterprise ‘ianagement 


The necessity for the modernization of enterprise management 
is determined by the following factors: 


1. It is urgently made necessary by the need for the improve- 
ment of enterprise quality and for an increase in economic 
results. 


Since the 3d Plenum of the llth CPC Central Committee, the 
technological level of manufacture in many of our country's 
enterprises has been raised and econonic results have been 


increased, which in the final analysis has been the result of 








a resolute pursuit of technological propress and the modern 
zation of management. However, we are also very conscious o 
the fact that our enterprises are generally of a rath ' 
quality, which is particularly evident in the following: (1) 
In some enterprises the quality of the leading group is rather 
low, and many members of the leadership are still deficient in 
decision-making, professional, organizing and coordinatin 
abilities. (2) Many enterprises have not yet turned into th: 
track that has raising economic results as its core tarpet and 
have not yet effected the complete change from a purely pro- 
duction oriented to a production and business oriented opera 
tion. (3) Nost enterprises are very backward in their method: 
and means of enterprise management and show a low leve! of 
business management. (4) Their contingents of staff and work- 
ers are of low quality. For an active widespread application 
of modern methods of management and a gradual modernization oi 
enterprise management, it is necessary to raise one step tu 
ther the decision-making ability in business affairs of the 
leading groups in our enterprises, having them meet the needs 
of modern large-scale production, urge and promote an inprove- 
ment in technological quality, to meet the need for tlic evel- 
opment of new products and for improved quality of their pro- 
ducts; it is necessary to raise the quality of business 
management, effect a "switching of tracks" and a "Change in 
orientation,” and have them meet the need of adapting to the 
changes in the external conditions. In one word, there is the 
need to raise the quality of our enterprises, raise tueir eco- 
nomic results and have them meet the urgent needs of coping 
with the serious challenge of the new situation. 


2. ‘lodernization is urgently made necessary by the need to 
consolidate the results of the enterprise reorpanizations. 


There is one viewpoint presently which holds that the modern 
ization of management is a matter of the future and that our 
present task is to effectively complete the reorganization o 
enterprises. Taking this conception as their starting point, 
many enterprises are only attending to reorganization and will 
not deal with the modernization of management. ilhere are a 
other enterprises which believe, once their reorganization was 
checked and approved that this means, conversely, that their 
enterprise management is in good order, and that "“t! batt 
can be called off and camp may be broken." This viewpoint 
obviously sharply cuts apart enterprise reorganization and tue 
promotion of modernizing management. 


lhe effective completion of all-round reorpanization of cnter 
yrises is the necessaery precondition for the pursuit of the 
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modernization of management; it is laving ti lavor. t 
eroundwork tor the modernizat enterprise moder ition. 
lt is in the course ot the reorganization, that e must give 
full consideration to the question of how to create t nece 
sary conditions tor modernization of management. yr in- 
stance, when it comes to planni report torns and vouchers, 
data collection and transmission in the process of reor i Z- 
ing the information management in enterprise, one sho 
earnestly consider the demand tor computerized controls. ! 
erwise, the results of the laboriously achieved reorganizi- 
tion, particularly the whole set of newly designed forns, wil 
have to be cancelied and redone. However, at present there i 
still great unevenness in the way enterprise manacenent = 
ernization is launched in combination with enterprise reorga 
ization. Some comrades are used to employ the ti itional] 
methods of small-scale production in the managcenent i ter- 
prises. If enterprises have completed reorganization but con 
tinue to stagnate on the level of small-scale production 
management, when could we then possibly have an improvement 1 
the quality of business management in our enterprises’ YY 
moting modernization of management is therefore nece y te 
consolidate the results of enterprise reorganization, as no 
dernization is also a problem that presently demands prompt 
solution in the actual practice of enterprise manarenent. 

3. Modernization is an objective demand of large-scale social 
production. 

The modernization of economi inagement is set otf hy the 
basic characteristics of modernized production. n the it 
hand, modernized production has been built up on the tou 

tion of a highly developed science rnd technology, witi f= 
chanical devices being widely used in the manufacturing p 
cesses. Man is the creator and user of the mechanical d 
vices, but is a'tso subject to ti yerational laws of the 
machines. On the other hand, dernized production i 
built up on the foundation of a high degree of divistie 
labor and cooperation. fhe extent of socialization of hor 
has greatly increased. bnterprise nave become complex pro 
duction systems with a tight div on of labor as weil a 
high degree of cooperation; there are close technoloypic and 
economic connections between al enterprise: nd departments. 
The special characteristics of modernize production, a¢ 
ingly, raise demands for the modernization of economic 
manapenent: 

(1) Econonic management must continuot introduce advanc 
scientific and technological achievement Into the product 








process and must, furthermore, conduct all affairs according 
to the objective laws of modernized production technology. 
Management of the produciion and business processes of the 
enterprise must therefore adhere to the objective laws of 
modern production technology, must integrate economic laws 
with the scientific laws of the production technolopy, must 
use an even more scientific and more effective management or- 
ganization and management methods and must utilize even more 
advanced tools and means of management in order to meet the 
needs of the development of modernized large-scale production. 


(2) Modernized production demands that economic management 
display a high degree of organizational capacity to be able to 
carry out a highly centralized and unified leadership and 
command. <A modernized production unit that is working with 
cooperating labor on a large scale is of necessity demanding 

a high degree of organizational capacity in the management of 
the production and business processes and in the management of 
all economic and organizational activities of various kinds 
throughout the society and to be able tc exercise a highly 
centralized and unified leadership and command. Engels 
pointed out: "The increased complexity of joint activities and 
mutually dependent work processes are now taking the place of 
independent activities by individuals. lIlowever, joint activi- 
ties means getting organized, but without an authority could 
one get organized?" The leadership of the proletarian revolu- 
tion has raised the high degree of organizational capacity and 
centralized uniform leadership in modern production to a de- 
gree where it is decisive for the life or death of modernized 
social production. Regardles of whether it is capitalist of 
socialist modernized large-scale production, both demand a 
hich degree of organizational crpacity and centralized uniform 
leadership and command. 


(3) Kconomic management must adapt to the continuous progress 
and development in science and technology. In line with the 
swift development of modern science and technology and their 
applications in the production processes, the development of 
continuity, rapid acceleration and automation of modern pro- 
duction engenders huge economic results as well as greater 
demands on economic management: it demanus greater stability 
and reliability in the various types of technological prepara- 
tory work and servicing, greater accuracy and promptness in 
production planning, production organization, production 
management and aconomic accounting. A breakdown or improper 
handling of even a small link can frequently lead to the 
interruption of the entire production process. It is there- 
fore an objective demand that more scientific management 
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methods and more advanced management tools be employed, and 
that management personnel be of high caliber. For instance, 
to enable the production and business activities of an enter- 
prise to attain its predetermined goal in the most rational, 
most economical and most effective manner, it is necessary to 
be able to quickly control, compute and 'andle a large amount 
of data. This makes it necessary to wide y apply nodern 
mathematics, especially operations researc’: and other such 
methods, in production and business managenent. It makes it 
also necessary to use electronic computers to integrate auto- 
matic controls with the business management of the enter- 
prises, to gradually arrive at a production management system 
in which the electronic computer is the principal tool, and 
also to integrate electronic computers with modern information 
technology so as to gradually create a management system based 
on a computer network. This is the only way to adapt to the 
development of science, technology and the productive forces 
and to solve the problem of the ever increasing complexity 
that arises in modern economic manayement. 


(4) wHodernization of economic management is a pressing need 
to meet the challenge of the new technological revolution in 
the world. 


At present, the tide of a new technological revolution is 
sweeping the world. Basing on the national conditions of our 
country, we must fully utilize the present favorable opportu- 
nity and all other possibilities to directly employ the new 
technologies as they fit our needs, in order to remold our 
present industry. While we take this as our starting point, 
we must, correspondingly, develop a certain number of new in- 
dustries to reduce the gap in economic and technical respects 
that separates us from the developed countries, and to catch 
up or overtake the advanced world level at a fairly rapid 
pace. 


Science and technology on the one hand and management on the 
other are the two wheels that enable today's economy to take 
off on its rapid development. In meeting the challenge of the 
new technological revolution, it is therefore not sufficient 
to develop science and technology; we must also rapidly pro- 
mote the modernization of management, with our attention 
turned toward the world and toward the future, and cause man- 
agement to advance simultaneously with science and technology. 
Compared with the advanced level] abroad, the technological 
level of our industrial production is admittedly backward, but 
this is even more seriously the case in management, while the 
potential in management is so much larger than the potential 








in production technology. According to estimates by fc eign 
economists, our industry, considering the condition in certain 
of its departments, is in its technology eqgqual to the level of 
Japan in 1970, lagging behind Japan by 1U0 years. However, in 
management, it is only equal to Japan in 1960, i.e. lagging 
behind by 20 years. Without going into a discussion whether 
this estimate is consonant with the facts, we have to admit 
that the level of our management lags far behind the level o 
our technology. To meet the challenge of the new technolog- 
ical revolution in the world, we must accelerate managenent 
modernization so that our country will have a level of organi- 
zetion and management which is appropriate to the development 
of modern large-scale production. 


lI. The Main Features and the Guiding Ideology in the Noderni- 
zation of Enterprise lhianagement 


To bring about the modernization of enterprise management, we 
must firmly uphold the principle of seeking truth from facts. 
According to the Marxist theory on the double nature of man- 
agement and according to the political line, principles and 
policies of the party, we must gradually build up a modernized 
socialist enterprise management system with Chinese character- 
istics. 


(1) The modernization of our country's enterprise management 
must start out from the national conditions of our country. 


Ours is a socialist country, also a country with a large popu- 
lation and a poor foundation to start with. Our country is 
rather backward in science, technology and in its economy, its 
level of enterprise management is low; in matters of manapge- 
ment we suffer from the adverse effects of customary forces of 
small-scale production mentality, which is creating many dif- 
ficulties for the modernization of enterprise management. 
However, in the past 30-odd years we have also gathered some 
experiences in enterprise management and have also given at- 
tention to carrying forward our fine revolutionary tradition. 
Starting out from these facts and conditions, the implementa- 
tion of a Chinese-stvle modernization of enterprise management 
must bring the superiority of the socialist system fully into 
play and integrate our revolutionary tradition with scientific 
management. Most of our industrial enterprises are medium and 


small-scale enterprises. We must therefore attach importance 
to the modernization of management in larpye-scale as well as 
in medium and small-scale enterprises. MNanagement in our 
medium and small-scale enterprises is even more backward than 
that in our large-scale enterprises. ‘iodernization of 
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industry can therefore not be realized by only modernizing the 
managenent in the extremely small number of large-scale 
enterprises without also modernizing the management in the 
medium and small-scale enterprises. 


(2) Our modernization of enterprise management must firmly 
uphold the principle of socialism. 


Ours is a socialist country and the nodernization of enter- 
prise management must be undertaken according to the Marxist 
theory of the double nature of management and must have man- 
agement on the one hand conform to the demands of the develop- 
ment of our country's productive forces and on the other hand 
also meet the demands of the socialist production relations, 
firmly upholding the principle of socialism, 


(3) Whatever we learn and whatever lessons we draw from the 
experiences of foreipn countries in modernizing enterprise 
management must be integrated with the realities of our 
country. 


In our studies of advanced foreign experiences in management 
and in the lessons we draw from them, we must firmly uphold 
the principle of "our own condition to be the primary factor, 
all strong points of others to be widely adopted, to be incor- 
porated and refined, creating something unique in our own 
style," a gradual advance in a process of learning, applying, 
adapting and creating. "Our own condition to be the primary 
factor" is our point of departure; it means that we must base 
on an appreciation and summing up of our country's traditional 
experiences in enterprise management and must start out from 
our country's national condition in our study and research of 
foreign experiences, trying to achieve the goal of "making 
foreign things serve China." ‘The concept of "widely adopting 
the strong points of others, incorporating and refining them" 
is to be our learning method, which means that we must widely 
gather in and gain understanding of the management experi- 
ences, techniques and methods of various other countries, 
study the management theories of various schools and the theo- 
ries of various disciplines, gather in the strong points of 
hundreds of scholars and make them useful for us. "Creating 
something unique in our own style” is our objective. Through 


a summing up of our own experiences and from drawing lessons 
from the experiences of foreign countries, we shall gradually 
establish a socialist science of enterprise management with 
special Chinese characteristics. 





(4) The modernization of our enterprise management must comply 
with the demands of the objective economic laws. 


To manage enterprises in accordance with the demands of the 
objective economic laws requires us to integrate closely pro- 
duction, supply and marketing of the enterprises, to determine 
production according to needs, and to link production and 
demand; it requires us to determine supplies according to pro- 
duction and to spur on production by means of supplies. To 
achieve these goals one must employ modernized scientific 
management methods, conduct investigations and research in 
depth, control a larre volume of data, effectively carry out 
market forecasts and business policy decisions and work out 
realistic and feasible production plans, so as to gain the 
largest possible economic results with the least possible 
expenditure of manpower and material resources. As recrards 
all economic activities of the enterprises, one must not only 
perform qualitative and directional analyses, but also precise 
quantitative analyses and by means of certain mathematica] 
models evaluate and select the best organizational measure 

and technological programs. To be able to do this, the enter- 
prise must do a good job of keeping original records, o! norm 
control] and of managing feedback and handling of information. 
Unless these types of basic managerial tasks are well carried 
out, it is not possible to control] a large volume of economic 
data, conduct economic accounting based on evidence, evaluate 
activities against norms or gain an understanding of tic 
inherent laws of economic activities, select the best provrams 
and achieve the best management. 


ITI. Signs and Substance of the ‘iodernization of Enterprise 
Management 


1. The Current Situation and the Objectives of Our Country's 


Modernization of Enterprise Manaprement 


Since the founding of the PRC, our country's enterprise man- 
agement has undergone a tortuous development. Generally 


speakine, it was a process of gradual improvement, but we must 
also admit that we are still rather backward as far as enter- 
prise management is concerned. We are not only backward in 


the organizational management of production technology, in 
that advanced technical equipment which is presently available 
cannot fully play its due role, but our leadership and 

ness management systems have also not yet been sufficiently 
improved; they cannot bring the superiority of the socialist 
system fully into play. Enterprise management in the hestern 
countries has developed from traditional management (i.c. 
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enpirical management) to scientific management and recently 
to the stage of modern management. In China our large and 
medium-sized enterprises are now basically at the stage of 
scientific management; in some respects they have already 
reached the stage of modernized management, but in some re- 
spects they have remained at the level of empirical manage- 
ment. As to the large number of small enterprises, the level 
of their management is quite uneven. Quite a number of ther 
are basically still at the state of enpirical management. In 
the last few years, many large and medium-sized enterprises 
have initially achieved successes in instituting and employing 
modernized management systems, with their methods and means. 
According to an investigation of representative cases, there 
are more or less 1/7 kinds of modernized management nethodcs 
that are being used or started to be used. Specifically, they 
may be divided into three categories: 


First category: 9 methods that are comparatively widely used 
with marked results: economic responsibility system, overall 
planning method (including network technology), optimization 
(including orthogonal test methods), ali-round quality con- 
trol, overall economic accounting, overall plan contro! 
(including target control), value engineering, market 
forecasting and ABC management method. 


Second category: 4 methods started to be used with initial 
successes becoming apparent: systems management, roll over 
planning, quantity-cost-profit analysis and all-personne] 
equipment management. 


Third category: 4 methods at the stave of testing and pre- 
paratory research: decision-naking techniques, linear 
planning, grouping techniques and panel control. 
Furthermore, over half of the enterpriscs that had been in- 


vestigated were using minicomputers. 
It is gratifying to note from the above-stated conditions that 
the first sprouts of enterprise modernizations have appeared 


in our country. 


As to the objective of modernization of enterprise manapement, 


generally speaking, by the year 2009 enterprise management in 
our country should more or less have reached a leve! that 
would conform to the level of our technology at that time and 
should have been built up into «a well-pertected soci slist 
modernized enterprise management syste “ith unique Chinese 


characteristics. Economic results wil! have expericnced a 





huge increase, while large and medium-sized enterprises wil! 
by then attain the level of the 1930's and 1990's of the 
industrially developed countries, with some of the key large 
and medium-sized enterprises already reaching the advanced 
international Jevel of that time. io achieve these objec- 
tives, we must comply with the decision of the CPC Central 
Committee and the State Council and conplete before 1985 the 
reorganization of all enterprises, and must also have under- 
taken, in a planned way, a group of pilot projects of manacre- 
ment modernizations. After 1985, we must link the comprehen- 
sive reform of the economic managenent svstenm with the techno- 
logical progress and energetically institute modernization of 
enterprise management. By 1990, our socialist modernized 
enterprise management system must be prelininarily established 
and there will be a radical improvenent in the quality of our 
enterprises. These are the overal! objectives for the country 
as a whole and the steps to be taken. Due to differences inp 
actual conditions between regions, trades and enterprises, and 
due to the large disparity in levels of development, tic 
specific objectives will have to diiferentiate according to 
the various levels of development. Lach department, eacui 
locality and each enterprise must determine its own objec- 
tives. All enterprises that have been reorganized and ap- 
proved as up to standards must switch the focus of their work 
to technological progress and modernization of managenent, 
draw up plans and make efforts to fulfill the plans. 


2. The Substance of the Nodernization of [Interprise Management 


Ihe substance of the modernization oi enterprise manarenent 
comprises the two aspects of rational organization of the pro- 
ductive forces and correct readjustment of the production 
relations. In concrete terms, it conprises the following five 
aspects; 


(1) Modernization of management idcolocsy. That means the 
formation of a modern enterprise business mentality, including 
a stratepic concept, market concept, transformation concept, 
‘ompetition concept, service concept, quality concept, sub- 
stance concept, development concept, time concept and result 
concept. 


(2) Modernization of management or ization, This meat 

that according to the principle that the production relation: 

are to fit the productive forces an the superstructure 1 t 
fit the economic base, and in observance of the organizational 
rinciples of modern enterprise manazscment, such as the prin- 


nle of unified command and a combination of centralived an 
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zed powers, the principles of information conscious- 


epped up effectiveness and the principle that man- 
t cover all personne) and all other aspects of the 
in short that it is according to these principles 
ust build up our management system, establish a 
Structure, determine the production and the labor 
n, overcome bureaucratism, raise work efficiency 


the continuous development of the productive 


ization of the methods of management. That means 
ies of modern managementr methods, including modern 
n2 methods in business operations, modern methods 
trol, modern financial contsrol measures, modern 
‘terials control, modern methods of production 
»dern enterprise ideological-political work, etc. 


nization of the means of management, which would in- 


se of clectronic computers, setting up a management 
systen and the use of economic, administrative and 
is in the management of the enterprise. 


lization of the management personnel. This means 


ure manazement modernization we must train a large 
{f personnel qualified to carry on modern manage- 
must master the art of modern leadership, must 


leadership qualities, must have advisory capabilities, 


ory 


capabilities, executive capabilities and must also 


essionally qualified. 
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tion of enterprise management must correctly and 
eal with several relationships. 


on of enterprise management covers a very wide 


it iS necessary at the present juncture to give 
o the effective handling of the following 


ization of enterprise management must be carried 


‘ination with an overall reorganization, restructur- 


hnological improvement in the enterprise. There is 
hasize particularly and to give consideration to 
opical improvements, including the need to consider 
odernization at the time when advanced technolo- 
ine brouvht in so that both, the importation and 
vation, will be one package. The funds needed tor 


rodernization must also be considered at the same 


inological improvements are made and arrangements 





must cover both aspects as the sane time. In the past, some 
enterprises had only given consiceration to the importation of 
advanced technological] equipment and viven no attention to 
learning modern management methods. This, as a consequence, 
affected their ability to obtain full usefulness from their 
advance technological] installations and even brought about 
large losses and much wastape. ‘te must draw lessons fron 
these kinds of happenings. 


(2) be must integrate the summing up of our domestic experi- 
ences in advanced forms of management with the lessons we draw 
from advanced management experiences in foreign countries. At 
the same time as we conscientiously sum up our own advanced 
experiences in enterprise management, render them into systenm- 
atic, scientific and theoretica! forms, we must actively study 
and apply foreign advanced experiences in management, learn 
from others’ Strong points to offset our own weaknesses, 


(3) We must effectively deal with the relationship between 
the modernization of enterprise manaczenent and the raising of 
economic results. Our objective in nodernizing enterprise 
management is raising economic results. ‘e@ must not institute 


management for management's sake; manacement must yield 
results, it must serve the purpose of raising economic 
results. That means that no matter whether in pilot projects 
or in wider promotions, those methods that have proved 
markedly effective in improving economic results must in every 
case be afforded priority position. 
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ECONOMIC MNANAGENENT 


EXAMINATION SYSTEN “OR DIRECTORS, FACTORY MANAGERS ESTABLISHED 


Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No &, 
> Aug 84 pp 8-9, 18 


[Report on a talk given to staff reporters by Zhang Yanning, 
vice minister of the State Economic Commission and vice chair- 
man of the Commission in Charge of State Examination of Cadres 
in Economic Management Positions: “Establish an Examination 
System for Managers and Factory Directors" ] 


[Text] The examination of the first group of enterprise man 
agers and factory (mine) directors from all over the country 
will take place early in August this year. Concerning this 
event, Zhang Yanning [1728 1750 1380], vice minister of the 
State Economic Commission and vice chairman of the Commission 
in Charge of State Examination of Cadres in Economic Manage- 
ment Positions, gave a talk to reporters of this publication. 


Comrade Zhang Yanning said, since Premier Zhao Ziyang on 30 
May last year raised the subject of conducting general state 
examinations of enterprise managers and factory (mine) direc- 
tors, essentially ten items have been worked out: 


1. Established an organizational structure for the genera] 
examinations. As approved by the State Council, a Commissio: 
in Charge of State Examination of Cadres in Economic Manage- 
ment Positions was formed for the whole country, and the pro 
provinces, autonomous regions and directly administered muni- 
cipalities have established relevant small groups, while 
certain departments of the State Council have also set up 
relevant small proups or examination offices for this purpose. 


2. Formulated a general examination plan, The national exam: 
nation commission drew up a “Plan for the Conduct of Genera! 
State Examinations of Enterprise Managers and Factory (Mine 
Directors,” which makes clear and definite provisions regard- 
ding such questions as purpose, target, substance, methods, 


stages, evaluation of results, training work, accommodation, 








expenses and organizationa! leadership of the cxaminations. 
the commission, furthermore, formulated detailed enforcement 
regulations based on the plan for the conduct of the general 
examinations. 


3. Launched propaganda to publicize the general examinations. 
Through the propaganda media, the press, radio and television, 
the purpose, demands and major significance of the general 
state examination of enterprise managers and factory (mine) 
directors was energetically propagandized and reports were 
issued on the resolutions and main activities of the state 
examination commission. All these activities have had an 
excellent promotional effect regarding the general exami- 
nation. 


4. Drew up a review outline for the peneral examination. The 
commission has so far compiled, examined and approved 12 re- 
view outlines for the general examination, namely a compila- 
tion called “Basic Principles and Policies of Our Country's 
Socialist Economic Construction Since the 3d Plenum" and out- 
lines for enterprise management in the fields of industry, 
commerce, foreign trade, construction, post and telecommuni- 
cations, geology, civil aviation, materials, power generation 
and supply, railway transportation and general comunications 
and transportation. The commission also organized the compi- 
lation of relevant teaching materials. 


5. Instituted exploratory tests. During December last year, 
the state examination commission carried out exploratory tests 
of 520 managers and factory directors engaged in the seven 
fields of industry, commerce, foreign trade, construction, 
post and telecommunications, railway transportation and gener- 
al communications and transportation in Beijing, Shenyang, 
Shanghai and seven other cities. 


6. Conducted trial classes training for the examination. The 
State Economic Commission, the engineering bureau of the State 
Planning Commission, the Ministry of Foreign Trade and the 
Ministry of Railways conducted trial classess training for the 
examinations for enterprise managers and factory (mine) direc- 
tors in such fields as industry, construction, foreign trade 
and railway transportation. The instructional materia] used 
in the trial classes at the State Economic Commission have 
already been published in the QIYE GUANLI magazine. Quite a 
number of other places have conducted trial classes in line 
with the classes conducted on the national level. 
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7. Drew up a general examination program. The relevant de- 
partments, bureaus and corporation head offices under the 
State Council, the General Logistics Department of the PLA and 
various provinces, autonomous repions and directly adminis- 
tered municipalities have drawn up preliminary programs for 
the enterprise managers and factory (mine) directors under 
their jurisdiction and decided on the names of the first group 
of examinees and the time and place of the examinations. 


8. Organized pre-examination training. According to 
incomplete statistics, over 120 pre-examination training 
classes are being conducted throughout the country and over 
10,000 cadres have applied to be enrolled. The Central 
People's Broadcasting Station is cooperating with us in con- 
ducting radio courses as tutorials for the managers and 
factory (mine) directors, preparing them for the examination. 


9. Increased the training of qualified teachers. In order to 
strengthen the tutorials for cadres who will submit to the 
examinations and also to provide teachers for the future pre- 
examination training, the various localities and departments 
have stepped up the training of qualified teachers. Accord- 
ing to incomplete statistics, more than 1,500 full-time 
teachers have been trained. 


10, Established small groups for the assignment of test topics 
and the evaluation of results. The examination questions of 
all trades will be evaluated by an evaluating small group. 


When speaking of the forthcoming examination of the first 
group of enterprise managers and factory (mine) directors from 
all over the country, Zhang Yanning said that according to a 
study at the recently convened general examination work meet- 
ing, the first group of participants in the general examina- 
tion will be more than 10,600 managers and factory (mine) di- 
rectors from 7 branches of trade, with another 700 partici- 
pants from Fuzhou, Nanchang and Chongqing who are not manag- 
ers or factory directors. The examination of the first group 
will have all the problems of a beginning and will also create 
a certain impression domestically and abroad. We shall 
therefore organize the present general examination to the best 
of our abilities. 


The purpose of the examination is mainly to promote the super- 
vision and checking of the studies done by our cadres of the 
general and specific policies of the party and of general 
managerial knowledge, in order to raise the quality of our 
cadres. Leading comrades in many provinces, autonomous 





regions, directly administered municipalities and departments 
attach the greatest importance to these examinations and have 
Started out with conducting classes and training of cadres as 
a way of approaching the task of the general examinations. Li 
Dongye [2621 2639 6851], minister of metallurgical industry, 
emphasized, "for the general examinations of the state, we 
must strengthen our leadership, formulate plans and do a good 
job of training." Wang Kewen [3769 0344 2429], deputy 
secretary of the Shanxi Provincial Party Committee, and Vang 
Xi [3709 ©0007], chairmar of the Shanxi Provincial Economic 
Commission, took a personal interest in the training work. 
Shanxi Province allocated over 5.6 million yuan to build a 
college for the training of economic management cadres, there- 
by solving the problem of expenditure for the conducting of 
classes. Hubei Province, apart from a plan of invest 9.5 
million yuan for the expansion of facilities for a college for 
the training in economic management, will allocate this year 
another 2 million yuan to help key cadre schools assume the 
task of training for the general examinations. Li Shougqi 
[2621 1108 4388], party secretary and director of the North 
China Electric Power Bureau of the Ministry of Water Resources 
and Llectric Power, laid down the following two rules for the 
first group of participants from units under his jurisdiction 
who will join training classes preparing for the general 
examination: first, persons will be detached for training 
Strictly according to the namelists and no substitutions will 
be permitted; second, after the trainees will have joined 
their training classes, no one else from their original unit 
may join the training and disturb the studies. Comrade Li 
Shouqi said, in conducting the training “one must have 
strategic foresight and not suffer from nearsightedness." 


Comrade Zhang Yanning said, generally speaking healthy pro- 
gress has been made in the more than 1 year of work concerning 
the general examinations, but there are also some problems. 

As certain places and departments have reported, some organi- 
zations who started examination training classes without the 
approval of the responsible department are collecting exces- 
sive charges for conducting these classes, and some publishing 
and distributing units are indiscriminately publishing general 
examination reference materials, review outlines, tutorial 
lectures and ideology examination papers, thereby creating too 
heavy a burden for the trainees who find themselves at a loss 
what to do. We believe that the examination of factory 
directors is a serious affair which requires enthusiasm among 
all parties concerned and also a strengthening of our leader- 
ship. In future whatever organization or unit intends to 
conduct manager and factory director examination training 








classes must definitely obtain approval from the relevant pro- 
vince, autonomous region, directly administered municipality 
and the department concerned and must be incorporated into the 
program. We do not need that much tutorial material for these 
Studies, causing more of a hindrance than help for the 
managers and factory directors. The pre-examination training 
and reviewing must base on a mastery of the basic general and 
specific policies and basic knowledge of enterprise manage- 
ment, with emphasis on the key points and linking up with the 
realities. The key points that should be reviewed comprise 
our policies of structural reforms and of opening up the 
country to the outside world, policy decisions on business 
operations, the basic work of the enterprises, quality and 
financial controls in enterprises, etc. As to how to link up 
with the realities, many localities and departments have al- 
ready created a large amount of experiences. For instance, in 
the factory director training class at the Ministry of Cheni- 
cal Industry the trainees were given a certain time limit to 
take up and straighten out one or two exemplary cases of busi- 
ness administration at their own factory and to handle the 
basic data of the entire factory, asking them to apply the 
theories they had learned for an analysis of how to solve 
actual problems. Some factory diorectors used the basic theo- 
retical knowledge they had learned, linking it up with the re- 
alities of their factory, to list the principal problems that 
exist in the enterprise management and to put forward measures 
and methods for the solution of these problems. Such methods 
of linking up with the realities are to be recommended. 


Comrade Zhang Yanning continued: the managers and factory di- 
rectors are much concerned about the selection of the examina- 
tion topics and have put forward a number of proposals. The 
state examination commission is also handling this matter with 
great care and has made a special study of it. Comrade Zhao 
Ziyang said, "In selecting the examination topics, considera- 
tion must be given to the special circumstance that some man- 
agers are deficient in the basics of the natural sciences but 
have abundant practical experiences in management." The gen- 
eral examination program prescribes: "The examination topics 
must emphasize testing the ability of the enterprise managers 
and factory (mine) directors to analyse problems and to solve 
actual problems." We have determined the principles, the 


scope and the demands for the selection of examination topics 
according to Comrade Zhao Zeyang's directive and in line with 
the provisions of the general examination program. These are: 
on the basis of the general examination review outline and the 
main instructional materials, we shall examine the extent to 
which the managers and factory directors have mastered the 





basic general and specific policies regarding our country's 
socialist economic construction since the 3d Plenum of the 
lith CPC Central Committee, and we shall exanine their mastery 
of basic knowledge of enterprise management, with emphasis on 
the ability to analyse problems and solve actual problems. 

The topics on knowledge of enterprise management shall be at 
the college level of their particular specializations. The 
scope of the test topics shall be that of the review outlines 
and the examination instructional] materials determined by the 
state examination commission. In his report on the work oi 
the governnent to the Second Session of the Sixth National 
People's Congress, Comrade Zhao Ziyang said that the part 
"concerning domestic construction" is one of the key sections 
of the examination. The examination topics are in principle 
divided into four categories, namely correction of mistakes, 
decisions, simple answers (including calculations) and essays 
on special subjects. The essays will score appropriately 
higher. In order not to impose upper limits to the level ot 
the test and leave a possibility for the discovery of talents, 
some additional topics of a more difficult type will be 
attached, but there will be no tricky or queer questions, It 
will take normally 2 1/2 hours to answer the examination ques- 
tions; the examination time for each subject will be 3 hours. 


Comrade Zhang Yanning emphasized that it was the decision ot 
the State Council to institute the general examination of 
enterprise managers and factory (mine) directors. Last year 
on 6 December Premier Zhao Ziyang, in answer to a letter, en- 
phatically pointedf out: "The general examination system must 
not be given up." Premier Zhao again pointed out at the 
Second Session of the Sixth National People's Congress: “The 
state will organize a unified examination of factory directors 
and managers." It must be realized that this is an important 
policy which must be carried out unconditionally by every man- 
ager, factory director and by their superior leading organs; 
individual cases of comrades not wanting to submit to the 
examination must be dealt with by considering them as having 
failed in the examination. 


On the question of evaluating and grading examination papers, 
Comrade Zhang Yanning said that this task will be handied most 
seriously. It was decided that the first group in the general 
examination will have their papers evaluated centrally by the 
state examination commission. This will ensure uniform evalu- 
ation standards and a possibility for an overall analysis of 
conditions and a summing up of experiences. It will also 
afford an opportunity for problems to be brought up and to 


devise countermeasures. None of the topics and standard 
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answers of this time's general examination will be publisned; 
they will only be printed in pamphlet form by the exanination 
otfice and sent to the various areas and departments for the 
reference of cadres training for the examination. Cadres who 
had participated in the examination may raise objections to 
the result of the evaluation and grading, but no individual 


whosoever shall be aliowed to check the prades. 


As to the question of a second group taking the examination, 
Comrade Zhang Yanning said that as target for the second group 
emphasis shall primarily be placed on the newly appointed 
leading groups in the large and medium-sized enterprises, 
namely the comparatively younger managers, deputy managers and 
factory (mine) directors. The general examination of the 
second group shall take place on 14 and 16 January 1985. The 
number of candidates for the second group shall be somewhat 
larger than in the first group. to solve the problen of 
insufficient training facilities, in particular the shortage 
of qualified teachers, the pre-examination training should be 
organized with more self-study; only at the end, some time 
should be concentrated on reviewing and study while the candi- 
date is released or semi-released from regular duties. For 
those of junior middle school or lower levels of education, 
there should be proper training classes. 


Finally, Comrade Zhang Yanning emphatically pointed out that 
this is the first time in China that enterprise managers and 
factory (mine) manapers participate in state general examina- 
tions, and it is hoped that everyone will make a joint effort 
to build up this type of examination system in our country and 
have it continuously develop and become more and more perfect, 
so that we may attain the goal of promoting studies by means 
of examinations, of raising the quality of our cadres, of inm- 
improving enterprise management and of strengthening the 
economic results. 
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ECONOMIC MANAGEMENT 


IMPROVE ECONOMIC RESPONSIBILITY SYSTEM WITHIN ENTERPRISES 


Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 8, 
5 Aug 84 pp 3-4 


[Article by staff commentator: "Further Improvement of the 
Economic Responsibility System Within Enterprises" ] 


[Text] We are presently in the process of speeding up the 
pace of reforms in the economic system of our cities, and pro- 
gress is very gratifying. The State Council has successively 
promulgated regulations on the removal of all upper ceilings 
on rewards and on the expansion of self-determination in the 
enterprises. The second stage in the change from profit- 
delivery to taxation is now being actively set up and carried 
out. These reforms and tasks must be fulfilled down to every 
grassroots organization, and their realization must be ensured 
through the responsibility system within the enterprises. The 
further improvement of the economic responsibility system 
within the enterprises is therefore an organic component of 
the whole set of present reforms as it is also the important 
guarantee for the implementation of various other reform 
measures. 


The economic responsibility system within the enterprises is 

a comprehensive business management system with the objective 
of raising the economic results and characterized by the in- 
tegration of responsibility, power and profits. In the process 
of carrying out the economic responsibility system during the 
last few years, the experiences of the Canital Steelworks were 
studied everywhere and lessons drawn from them to reach a new 
stage of developments in the economic responsibility system 
within enterprises: from production posts extending to all 
other work, comprising all staff and all items of technical 
and business operations; from the breaking down of simple 
technical and economic targets expanding to an all-round de- 
velopment in line with the strategic objectives of the enter- 
prise and its business policies; with regard to distributions, 
which are to be integrations of responsibilities with results, 
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from the granting of rewards expanding into the field of 
salaries and wages; from the vertical relations in production 
and business operations developing into a network system 
comprising the entire production and business processes, in a 
linkage of vertical and horizontal chains. 


In order to establish and perfect the economic responsibility 
System within enterprises, we must firmly uphold the four fun- 
damental principles, observe the policies, laws and repgula- 
tions of the state, ensure the all-round completion of the 
State plan, conscientiously hold ourselves responsible to the 
end-users, correctly deal with the interrelated interests of 
the three parties, the state, the enterprise and the staff and 
workers, implement the principle of distribution according to 
work and firmly uphold the integration of material and spir- 
itual incentives. The basic content and the methods of the 
economic responsibility system within enterprises are the 
following: 1. The economic responsibility taken on by the 
enterprise on behalf of the state is to be broken down layer 
upon layer, to be allocated down to every unit, post and indi- 
vidual, thus establishing systens of economic responsibility 
at the technical posts in production and in specialized man- 
agement, and ensuring the achievement of high economic results 
and high labor productivity. 2. Each unit, post and individ- 
ual is to be given powers commensurate with the functional 
responsibilities and shall enjoy economic benefits commensu- 
rate with the contributions made, responsibility to be the 
foremost consideration, while there shall be an integration of 
responsibility, power and benefit. 3. Through a vertical 
"assumption of commitments" and a horizontal] "mutual guaran- 
teeing,” an entity is to be created of the economic responsi- 
bilities that the enterprise has assumed, and a strict check 
of the content of the assumed and guaranteed responsibilities 
according to prescribed standards is to take place, so that a 
comprehensive scientific method of commitment, guarantees and 
checks is established. 4, There shall be a great variety of 
patterns of the economic responsibility system within enter- 
prises, depending on the different trades and peculiarities of 
the enterprises. In the process of assigning responsibili- 
ties, the form of transmission to lower levels, of contract- 
ting for tasks, or other forms nay be employed. In the inter- 
nal distribution, flexible and diverse forms may be employed, 
linking the economic results of the enterprise with the con- 
tribution of the individual. 5. By applying the principle of 
integrating responsibility, power and benefit and by using the 
fundamental method of commitments, guarantees and checks, spe- 
cialized management must be orpanized and promoted and the 
modernization of enterprises must be advanced. 





The initiation of the economic responsibility system within 
the enterprises has conspicuous effects on the overa!! in- 
provement of the quality of enterprises and of economic 
results. 1lt is of benefit to a correct realization of the 
socialist principle of distribution according to work and does 
away with egalitarianism. It is beneficial to an improvement 
ot managerial abilities and leadership skills among the lead- 
ing cadres, having them concentrate their energy on dealing 
with important matters. It is beneficial to the encouragement 
of statf and workers to strive for their own advancement, to 
the promotion of intellectual capabilities and will help 
temper the character of our contingents of staff and workers. 
[t is beneficial to a strengthening of the sense of responsi- 
bility among our staff and workers in their capacity of mas- 
ters of their own affairs, and will help strengthening deno- 
cratic management and the effective organization of actions 

on the part of the large numbers of our staff and workers 
around the business objectives of the enterprises. 


It has to be pointed out that the economic responsibility sys- 
tem has so far not developd evenly. Judging by the large and 
medium-sized enterprises throughout the country, those enter- 
prises that have truly done a good job of it are a minority. 

A majority of enterprises have indeed instituted internal 
economic responsibility systems, but their standards are low, 
and in some instances it has become a mere formality. Another 
section of enterprises has basically established no responsi- 
bility system at all. Why have some enterprises failed in 
this work? Mainly because they did not rid themselves of 
"leftist" influences, they did not arrive at a correct solu- 
tion for the relationship between the state and the enter- 
prises, they did not allow the enterprises the necessary self- 
determination, egalitarianism continued to exist, as did the 
custom of “eating from the big pot." The custom of seeking 
good relations with all and sundry at the expense of principle 
prevailed to a serious extent, and people did not have the 
courage to carry out strict evaluations, nor to be strict and 
fair in meeting out rewards and punishments. For a further 
improvement in the economic responsibility system within 
enterprises, it is therefore necessary to stress the solution 
of the following problems: 


1. An enterprise must establish its strategic objective and 
make it the foundation for the implementation of the internal 
economic responsibility system. As the enterprises are gradu- 
ally changing over to assuming sole responsibility for profits 
and losses, they must take the realities of their own condi- 
tions as starting point in formulating their strategic 








objectives and business policies, t erve as basis for the 


further perfection of the internal econoric responsibility 
system. The strategic objective ot an enterprise must conforn 
to the demands of the state's econo: ‘evelopment plan; it 
must be subordinated to and serve the strategic goal deter- 
mined at the 12th National Party Conesress. It must coura- 
geously meet the challenge of the new worldwide technological 
revolution, must show an understancin t the changes in the 
international and domestic markets \d must establish the 
competitive strength in the interna’ :! and national mar- 
kets for the products of its factorie According to its 


long-term strategic objective and its business policy for the 
near future, the enterprise must make a success of the overall] 
plan for its internal economic responsibility system and must 
carry it out level by level, bringing it into line with the 
entire body of economic responsibility systems. 


2. We must do a good job of the various items of reform, in 
order to create favorable conditions for the development and 
perfection of the economic responsibility system. Broadening 
self-determination for enterprises in such fields as produc- 
tion and business operations, salaries and wages and the dis- 
tribution of bonuses, personnel and labor management, organi- 
zational setup, etc. will inject new vitality into the enter- 
prises, and this vitality will most effectively manifest it- 
self through a further improvement of the economic responsibi- 
lity system. This is the only way for our comprehensive re- 
forms to be brought into full play, for the integration of re- 
sponsibility, power and profit to be truly realized, the only 
way to stop our staff and workers from continuing to eat from 
the "big pot" of the enterprises, to fully arouse the enthisi- 
asm of the staff and workers and to invigorate the enter- 
prises. 


3. Energetically promote the reorganization of the enter- 
nrises, strengthen the buildup of the leadership groups and 
consolidate the basic work of enterprise management. 


4. We must be strict in our evaluations and give prominence to 
the main points. Without strict evaluations, a state of af- 
fairs may arise in the responsibility system of "first tight, 
second loose, third wiped out, fourth repetition all over 
again." In any evaluation, quality must be particularly 
stressed and must be insisted upon as primary factor. Let us 
emulate the Motor Vehicle Factory No 2 in conceding to quality 
the position of a “veto power” in the computation of rewards 
and in applying the method of using quality as coefficient in 
grading, to multiply the sum total of all other score points. 











5. Strenghen ideological-political work, resolutely pursue 
the building of a spiritual civilization, ensure the healthy 
development of the economic responsibility system. While 
working at the perfection of the economic responsibility sys- 
tem, we must firmly persist from beginning to end in ideologi- 
cal-political work. Implementation of the economic responsi- 
bility system is definitely not purely professional economic 
work; we must at the same time be certain to work at building 
our spiritual civilization; we must extensively and in depth 
launch activities for the construction of civilized factories, 
civilized workshops and civilized work places and gradually 
build up our enterprises into modern enterprises replete with 
a high degree of spiritual and material civilization. 


The following are the main indications whether an enterprise 
has a perfect internal economic responsibility system: are 
all responsibilities of staff and workers clearly and defi- 
nitely defined, and has the enterprise perfected its setup for 
the economic responsibility system; have the various kinds of 
work processes been basically normed and standardized, and 
have strict checks been instituted; has epalitarianism been 
eliminated, and is the principle of distribution according to 
work being correctly implemented; has the basic managerial 
work been strengthened, and has it been rendered data con- 
scious and scientific; has the enthusiasm of the large number 
of staff and workers been fully aroused; has a solid growth 
of economic results been achieved and has a substantial 
contributions been forthcoming for the state. Every district 
and every sector should link up with the realities of its 
condition and make overall arrangements for the perfection of 
the work in connection with the economic responsibility system 
and with the various tasks of reform and should carry out both 
types of work simultaneously. 


We must differentiate between the differing conditions of 
enterprises and give guidance as the particular category of 
enterprises require. The keypoints are presently the large 
and medium-sized enterprises. We must be absolutely sure to 
perfect the establishment of the setup for the internal 
economic responsibility system in the course of this and of 
next year and must surely achieve outstanding successes. 
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ECONOMIC MANAGEMENT 


HUBL1 COMMERCIAL REFORM GAINS MOMENTUM 
Wuhan HUBEI RIBAO in Chinese 22 Sep 84 p 1 


[Article: "Commercial Reform in Hubei Looks Good--Practicing Open Operations 

Instead of ‘Eating from the Same Big Pot;' Fifty-six Percent of State-operated 
Small Retail Commerce and Food and Drink Catering Service Trades Operate in a 

Manner That ‘The Collective Operates What the State Owns, the Collective Oper- 
ates What the Collective Owns’ and Individuals Operate on a Contract Lease"] 


[Text] Commercial reform has gathered mementum in Hubei Province. By 30 August, 
of the 4,139 state-operated small retail units and food and drinking catering 
service enterprises, 2,319 have undergone structural reform. This figure re- 
presents 56 percent of the total number of enterprises in this category. Of 

the 1,907 enterprises which operated in the manner of "the state owns, the 
collective operates" way of management and another 105 were leased out so that 
individuals could operate them personally. 


This form of open operation constitutes an important breakthrough in the reform 
of the commercial structure in Hubei Province. In the past, commerce had been 
“eating from the same big pot" for a long time, the service quality was poor 
and economic results failed to go up due to the basic fact that the immediate 
interests of the workers and staff members were not closely linked to the 
enterprises’ achievements in operation. The reform of the management system 
has made it possible to give closer consideration to the interests of the 
state, the enterprises and the workers and staff members, to arouse the enthus- 
iasm of workers and staff members and to raise the economic results in the 
enterprises. 


In the course of the reform, these enterprises have readjusted the leading 
bodies, put into practice the free association of workers and staff members and 
perfected various forms of the system of contracted responsibilities for oper- 
ations. In addition, they also designated those enterprises that had previously 
been under unified accounting supervision by the city, county and district com 
panies according to their respective natural categories, took an inventory of 
their assets and capital to establish credit and set up organizational systems 
and independent accounts under independent bookkeeping. By the end of June, 
1,365 units in the provincial commercial system were designated small enterprises 
with independent accounting. This figure accounted for 44.5 percent of the 
total number of enterprises. After the accounting units were designated, 
operations have become flexible, thereby creating conditions for independent 
operations by enterprises and also making a livelihood more convenient for the 
masses. 
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ECONOMIC MANAGEMENT 


GUANGDONG PROVINCE UPDATES OUTMODED FACTORIES 
OW221151]1 Beijing XINHUA in English 1045 @'i 22 Nov 84 


[Text] Beijing, 22 Nov (XINHUA)--Cuangdong Province in south China has raised 
4.7 billion yuan to update its outmoded factories with foreign technology in 
the last five years, the ECONOMIC DAILY reports today. 


Twelve thousand projects of technical upgrading had been completed by the 
end of last September, helping increase production considerably. 


Guangdong has registered an average annual growth of 9.6 percent in the total 
value of industrial output since 1980. 


Some 80 percent of Guangdong's yearly revenue of one billion yuan from profits 
and taxes delivered to the state were due to the modernization program, the 
paper says. 


Ninety-six percent of the funds used for updating 6,500 projects in 1983 came 
from bank loans and foreign investment or were raised by factories themselves, 
the paper reports. 


Guangdong has imported 75 production lines for televisions, radios and elec- 
tronic watches and introduced 2,500 pieces of equipment and instruments to 
help streamline the electronics industry. 


Color televisions, recorders, steroes and refrigerators made in Guangzhou, 
Foshan, Jiangmen and Haikou using imported technologies are nearing or up 
to international standards, the ECONOMIC DAiLY says. 


Technical transformation will remain a priority through 1990. Emphasis will 

be laid on updating existing equipment rather than construction of new proj- 

ects. Many localities are seeking overseas partners in technological cooper- 
ation. 
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ECONOMIC MANACEMENT 


BRIEFS 


MANAGERS ASSUME FULL RESPONSIBILITY--In the six experimental cities designated 
by the Party Central Committee and the State Council, 207 state-run enterprises 
have begun their experiments whereby the factory directors (managers) wil! 
assume full responsibility. Of these enterprises, 33 are in Beijing, 20 in 
Tianjin, 61 in Shanghai, 30 in Shenyang, 13 in Changzhou and 50 in Dalian. 
Dalian and Changzhou belong to the first experimental group. An all-out experi- 
ment will take place in these two cities in the fourth quarter of this year, 
as revealed by Yuan Baohua [5913 1405 5478], vice minister in charge of the 
State Economic Commission, at a meeting of the responsible persons of the 
experimental enterprises in Dalian. Yuan Baohua said: “The system of respon- 
sibility of factory directors (managers) must be enforced. At the same time, 
great care must be taken to strengthen the role of the workers’ congresses, 

to practice democratic management and to affirm the position of the workers 

as the masters of the enterprises. We must also be careful in strengthening 
the party committees’ leading role in ideological and political work and their 
position in supervising the enterprises’ production and operation so as to 
ensure their success. All these are new tasks confronting us. Therefore, in 
the course of this experiment, we must emancipate our minds, be courageous in 
exploration, seek truth from facts and refrain from insisting on uniformity or 
using the same method to solve all problems. In practicing the system of 
responsibility of factory directors (managers), we must also expand the enter- 
prises’ decision-making powers in coordination with other reform measures. 
[Text] [Beijing JINGJI RIBAO in Chinese 13 Jul 84 p 1] 9411 
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FINANCE AND BANKING 


ACCOUNTANCY FIRMS FLOURISHING THROUGHOUT PRC 
HK170130 Beijing CHINA DAILY in English 17 Nov 84 p 2 
[By staff reporter Qin Xiaoli] 


[Text] Accountancy firms are flourishing in China because of the country's 
open policies. 


More than 30 public accountancy firm. employing more than 1,000 people, have 
been set up since 1979. Yang Jiwan, director of the Administration of Account- 
ing Affairs at the Ministry of Finance told CHINA DAILY that the firms were 
mainly designed to help joint ventures using Chinese and foreign investments, 
and toreign-owned enterprises. 


Yang said public accountancy businesses would probably employ at least 10,000 
people by 1990. 


The demand for public accountancy services had increased because Chinese tax 
authorities and foreign currency administration offices required joint ven- 
tures to submit financial statements audited by accountants registered in 
China. 


Yang said public accounting existed before 1949, but the practice ceased 
when businesses were nationalized. Even now, Chinese enterprises handled 
tax returns without the help of public accountants. 


China Consultants of Accounting and Financial Management, set up in Beijing 
in 1982, is the only national public accountancy company in China. 


Yan Zekui, vice president of the organization, told CHINA DAILY that most for- 
eign companies involved with Chinese offshore oil exploration--including 

Esso, BP, Occidental and Pennzoil--were clients of his company. Most manu- 
facturing and service joint ventures went to local accountants. 


Yan said his company provided tax, auditing, reviewing, and book-keeping ser- 
vices. 


Early this year, the company designed a financial management system for Ever- 
bright, based in Hong Kong. The company also offers feasibility studies. 








Among its clients are the Shanghai Dazhong Automobile Company Ltd, a joint 
venture between Shanghai car-makers and Volkswagen of West Germany; a joint 
venture aeroplane manufacturing project in Shanghai, and a computer joint 
venture between IBM and the Chinese Ministry of the Machine Building Industry. 


Yan said his company had close connections with big international accountancy 
firms. The world's eight biggest public accountancy companies have offices in 
China. They are: Price Waterhouse; Arthur Young; Arthur Andersen; Coopers 
and Lybrand; Deloitte, Haskins & Sells; Ernst & Whinney; Peat, Marwick, 
Mitchell; and Touche Ross. 


Yan said that Klynveld Main Goerdeler were also ready to set up office in 
China. 
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FINANCE AND BANKING 


STEADY LNCREASE OF GUANGDONG REVENUES REPORTED 


j 


Guangzhou NANFANG RIBAO in Chinese 4 Oct 84 p 1 


/Article: "Revenues of Gunagdong Province Show Steady Increase"/ 

/Text/ Since the establishment of the People's Republic, the revenues of 
Guangdong Province have been increasing at a steady pace. In 1983, the revenues 
of the province amounted to 4,389 million yuan, or 12 times the amount of 337 
million yuan for 1950. 


Since the 3d Plenum of the llth Congressof the CPC Central Committee, our 
province has strengthened its leadership in the financial and economic areas. 
With the adoption of the financial management system of "eating out of separate 
pots’ in the cities and counties and with due consideration given to their 
different circumstances, the departments at various levels have made positive 
efforts to increase income and reduce expenditures. Comparing 1983 to 1979, the 
revenues Of the province showed an increase of 36 percent and a progressive 
rate of increase of 8 percent per year, a rate that is higher than the national 
average. Aside from Guangzhou, seven cities (or municipal districts) and 
counties, namely, Maoming, Shenzhen, Shaoguan, Foshan, Zhongshan, Shunde and 
Nanhai, had revenues exceeding 100 million yuan in 1983. <A number of prefectures 
(towns) also had annual revenues exceediny 10 million yuan. 


Since the summer harvest of 1974, the state has greatly increased the purchasiny 
prices of subsidiary agricultur '  roducts and reduced taxes in the rural areas. 
The state has at the same time ced a series of major measures to stabilize 
market prices. For instance, the iles prices of the basic daily necessities 
have remained unchanged since tre difference between the purchasing price and 
the selling price is paid by the vernment in the form of subsidies. According 
to statistics, the various subsidies paid by the state in Guangdong Province 
from 1979 to 1983 amounted t ver 3 billion yuan. 


In recent years, the state has instituted a series of reforms in the financial 
management system of the enterprises and has gradually expanded the power of 

the enterprises to control their finances. According to statistics, the state 
industrial, communications and commerical enterprises had in the 4 years between 
1979 and 1982 taken out from the enterprises funds and profits amounting to 

2.73 billion yuan, or the average of 500 million yuan per year more than 1978. 


With the initial reform of the substitution of the payment of taxes for the 
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payment of profits in 1983, an increase was shown in the amount of profits 
retained by the state enterprises. The profits retained by the industrial 
enterprises operated by the state in Guangdong Province alone came to 5389 million 
yuan, or 29 perceat over the amount for the previous year. 


Since the beginning of this year, the revenues of our province have again shown 
Signs of going up. According to statistics available at the end of August, 

the financial receipts of the province had reached 71.57 percent of the budget, 
showing an increase of 13./7 percent compared to the same period last year. 
Among the 14 cities and prefectures in the province, 13 have registered 
increases in production and financial receipts. 


9621 
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MINERAL RESOURCES 


ANHUI PROVINCE RICH IN MINERAL RESOURCES 
HK160507 Beijing CHINA DAILY in English 16 Nov 84 ANHUI Supplement p 3 
[By Gong Gao] 


[Text] Anhui Province is rich in minerals with 90 varieties on record and 
proven deposits of 51. Sixteen of the minerals among them coal, iron, copper, 
alumstone, serpentine, feldspar, potash feldspar, fluorite--rank, sixth in 

the country. 


Coal is an important source of power in the province, together with uraniun, 
peat, bone coal, petroleum and gas. Deposits of standard coal total 22 bil- 
lion tons. Sixth in the country, mainly distributed along the Huaihe River. 
[as published] Eighty percent is coking coal with low sulfur and phosphorus 
content. In the south, there are 17 billion tons of prospective reserves of 
low quality coal that are a potential energy resource. 


Metals mainly are iron, copper, gold, silver, managanese, vandaium, titanium, 
lead, zinc, cobalt,molybdenum and antimony. Their deposits are widely di- 
spersed over vast regions of Maanshan, Dangtu, Lujiang and Houqiu counties, 
ranking fifth in the country. Most are of middle grade magnetic ore lying 
600 metres deep. Copper deposits total three million tons, fifth place in 
the country, mainly dispersed through Tongling, Anqing, Guichi, Lujiang and 
Xiancheng counties. The gold deposits rank 10th in the country. 


There are proven deposits of 32 varieties of nonferrous ore. Sulphuretted 
iron ore accounts for 500 million tons, alumstone, 64 millions tons, ser- 
pentine 700 million tons, porcelain clay 7 million tons, ranking second in 
the country. 


Resources of rock salt, potash feldspar, jade-like stone, basalt, Limestone, 
cement burden, quartzite, bentonite mine and marble are quite rich too. 

Marble is distributed over a large area, with 50 varieties. Special varieties 
of marble, including "jade marble," "crimson Anhui snail marble," “cream 
marble," “green wave marble," and “autumn scenery marble" are exported to 

many countries and find a ready market at home. Anhui inkstones are tradi- 
tional handicrafts made of materials produced in Wuyuan County. Inkstones 


are made in many counties of the province. 
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Anhui Province has good supplies of underground water, using 17 billion cubic 
tons a year. 


Underground water estimated at 8 billion cubic tons, half of the province's 
total, is available on the plain, north of the Huai River. The rest is 
distributed along the Huai River, the hilly land along the Yangtze River, 

the southern part of Anhui and the Dabie mountain zone. In addition, Anhui has 
10 hot springs with temperatures from 30 to 60 degrees Centigrade. The 
springs in Huangshan, Chao, Lujiang, Dongzhi and Huoshan counties are used 

for medical treatment and for breeding fish. 


Anhui Province's mineral resources have three obvious features: 


1. They are relatively concentrated. For example, 99 percent of the coal 

is in the Huainan and Haibei areas, and 63 percent of iron, 92 percent of 
copper and approximately all the sulfuretted iron ore, alumstone and limestone 
are concentrated along the Yangtze River. Phosphorus is mainly in the regions 
of Feidong and Susong. This makes it easier to set up large mining centers. 


2. Thereare many associated ores. For example, there are several 

hundred thousand tons of vanadium associated with other minerals. fhere are 
several tons of gold, and more than a thousand tons of silver together with 
other elements including cobalt, selenium and antimony. Luohe Iron Mine in 
Lujiang County is a comprehensive ore deposit. The copper and iron in the 
Tongling Xin Qiao is worth extracting. It would obviously be profitable to 
make use of the iron, colbat and silver in the middle-sized West Ma‘anshan 
Copper Mine. 


3. Some verified reserves have a bigger potential for exploitation than 
Others. Gold is widely distributed. Wolfram and antinomy ores as well as 
rare metals have only recently been discovered. 


To meet the needs of construction which grow with each passing day, pumice, 
bentonite mine, sepiolite jade as well as the chemical, building materials, 
glass and ceramic: industries must be further developed. 


Thirty-four kinds of ore are being exploited in more than 200 areas. Making 
full use of these natural resources will speed local construction. The 
Huainan and Huaibei coal bases, Ma‘anshan iron and steel base and Tongling 
nonferrous metal base are under construction. Sulfuretted iron ore bases in 
Ma‘anshan, Lujiang and Tongling are being planned. The annual production in 
Huainan and Haibei coal mines increases yearly, mainly serving Shanghai and 
eastern China. The Yuankou Power Station transmits electricity to support 
the industries of coastline provinces. The output of the sulfuretted iron 
mine meets local demands. Some is sent to neighbouring provinces in return 
for phosphate fertilizer needed locally. Underground hot water has been 
found recently near the Huangshan Hotel by a geological prospecting team. 
The amount of hot water gushing underground is six times that of a common 
hot spring. Ac the foot of Mt Huangshan, it makes developing this world-famous 
scenic spot even more attractive. 
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Anhui Province's minerals resources have not been adequately developed or 
vsed. Sites of proven deposits, only 45 percent are being mined. The 
utilization ratio of the large and medium-sized producing mines, including 
coal, iron and copper, amounts to only 37 percent. There are 31 large coal, 
iron and copper mines that should be energetically developed and expanded. 
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MLNERAL RESOURCES 


MINERAL RESOURCES IN TIANJIN GEOLOGICAL RESERVE 
OW179907 Beijing XINHUA in English 0825 GMT 17 Nov 84 


[Text] Tianjin, 17 Nov (XINHUA)--A 20-kilometer-long geological section of 
the Proterozoic group in Jixian County, which is part of Tianjing Municipal- 
ity, north China, has been designated as a nature reserve by the State Coun- 
Gil. 


The surface section, showing geological development between 1,900 million and 
800 million years ago, lends itself to the study of paleogeomorphology, 
paleoclimatology, paleontology, tectonics and mineralization. 


In compliance with a proposal by Professor Gao Zhenxi in 1934, the section 
was listed as the country's standard [word indistinct] for the middle and 
late Proterozoic era at the first national stratigraphic conference in 1959. 


With well-preserved strata, the section is rich in biological fossils. In 
recent years, geologists from Canada, Australia, Britain, Czechoslovakia, 
Federal Germany, France, the Soviet Union, the United States and Sweden have 
collected specimens and done surveys there. 


Surveys by scientists at the Tianjin Institute of Geology and Minerals 
indicate that the section contains phosphorus, manganese, boron, lead, zinc, 
oil and gas resources. 


The area is to be opened to the public as a geological attraction. 
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MINERAL RESOURCES 


BRIEFS 


GOLD PLAN OVERFULFILLED--Our provincial gold system by the end of June had 
already overfulfilled the production plan for the first half of this vear by 
9.5 percent. Output increased 53 percent compared with the same period last 
year. [Text] [Harbin HEILONGJIANG RIBAO in Chinese 8 Jul 84 p 1] 12643 
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INDUSTRY 


ENTERPRISES PROGRESS IN TECHNOLOGICAL INNOVATION 
OW151259 Beijing XINHUA Domestic Service in Chinese 1142 GMT 13 Nov 84 


[Excerpts] Beijing, 14 Now (XINHUA)--A XINHUA reporter has learned from 
the State Economic Commission: While seriously implementing the policy of 
enlivening the domestic economy and opening to the outside world over the 
past 2 years, some industrial enterprises in China are also seeking new 
ways in technological innovation and have found a number of ways to in- 
crease output and raise economic results with little investment and short 
periods of construction. 


A common feature shared by these enterprises is the integration of innova- 
tion with production. That is, production creates conditions for innova- 
tion, while innovation opens up new ways for production. 


A typical example is the Changchun motor vehicle plant's technological 
innovation. While expanding a new production line for Jiefang brand motor 
vehicles, the plant continued production on the old production line. Thus, 
the plant was able to ensure a steady income during the period of innovation. 


By importing components and parts that cannot be domestically produced at 
present but keeping in mind gradually replacing the imported components and 
parts with domestic products as time goes by, some plants that produce 
ships, televisions, tape recorders, and other electric appliances for ex- 
port have been able to rapidly increase their output in recent years. 


Another widely used method of technological innovation is to use new tech- 
nology to rejuvenate traditional industries. The Nanjing differential 
generator plant cooperated with the Jiangsu Provincial Computer Technologi- 
cal Research Institute in applying microelectronic technology to renovate 
machine tools. They have succeeded in raising the machine tools’ process- 
ing efficiency by an average of 300 percent and have reduced the losses 
caused by rejects by 60 percent. The cost of renovating the machine tools 
was recovered in 2 months. 
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INDUSTRY 


JINGJI RIBAO ON IMPROVING IMPORT OF TECHNOLOCY 
HKi51301 Beijing JINGJI RIBAO in Chinese 29 Oct 84 p 3 


[Article by Zhu Rongji [2612 6954 1015], vice minister in charge of the 
State Economic Commission: "A Few Issues Concerning Improving the Work of 
Introducing Technology From Abroad" ] 


[Text] The work of importing technology entered a new stage when the 3d 
Plenary Session of the llth CPC Central Committee determined the guideline 
of opening the door to the outside world and enlivening the economy at home. 
In the past few years, a series of policies to encourage utilization of 
foreign capital and import of technology have been enforced, some special 
economic zones set up, and special policies and flexible measures have been 
adopted by Guangdong and Fujian provinces. Since 1982, a set of methods 
have been adopted to further encourage import of technology as a step toward 
transformation of the existing enterprises. First of all, the State Eco- 
nomic Commission is charged with the formulation of a plan to import 3,000 
items of advanced technology in the 3 years after the "Sixth 5-Year Plan"; 
second, any project relating to import of technology and key equipment is 
subject to exemption from customs duty and industrial and commerical tax 
and to preferential treatment in terms of fund and foreign exchange appro- 
priation; and third, Shanghai, Tianjin, and other cities are empowered to 
launch the pilot project of expanding the decisionmaking power in importing 
technology. Last year, the country concluded 666 technology import projects 
with the aim of transforming old plants. These projects involved a total 
investment of more than $600 million, which exceeded the total investment 
value in all the projects concluded in the previous 4 years. Most of these 
projects were concluded by the two municipalities of Shanghai and Tianjin. 
According to their analysis, around 80 percent of these introduced projects 
are up to the international standard of the late 1970's or the early 1980's. 
More than 2,000 technology import projects have been approved this year, 

and 478 projects were concluded in the first half of the year, involving 

a total investment of $450 million. It is expected that more than 1,000 
projects will be concluded by the end of the year and the }year plan to in- 
troduce 3,000 technological projects will be completed as scheduled next 
year. 


However, as compared with the development speed of the technological revolu- 
tion and the scale of technological transfer in the world, what we have done 
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in importing technology is nothing more than a beginning. We have been 
going so slowly in introducing key projects and crucial technology that 

we are still far from keeping up with the four modernizations. This is 
mainly because we have failed to fully emancipate our minds and vigorously 
implement the open-door policy. Recently, Comrade Deng Xiaoping gave an 
instruction, definitely pointing out that it is necessary to resolutely 
adopt a guiding ideology in implementing the open-door policy, in other words, 
to further relax the policy instead of tightening up control. The central! 
authorities have already decided to further open 14 coastal port cities 
and encourage utilization of foreign funds and importing technology. This 
is another new and essential step to cope with the new situation. 


In light of the experience obtained in the past tew years, we found it 
necessary to properly handle the relations in the following aspects in order 
to step up import of advanced technology and to further our process of cre- 
ating a new situation in the introduction of technology. 


1. The Relationship Between the Effort To Enliven Microeconomy and the 
Control Over Macroeconomy 


Adopting relaxed policies, expanding the decisionmaking power of localities 
and enterprises, and giving grassroots units a free hand in promoting for- 
eign economic relations are important moves to guarantee the implementation 
of the policy of opening the door to the outside world. Comrade Deng 
Xiaoping has given instructions on many occasions that it is necessary to 
transform the existing enterprises in a big way by “introducing thousands 

of technology importing projects.” Comrade Zhao Ziyang has also set forth 
the following requirement concerning the transformation of medium and small- 
sized enterprises by importing technology: “Policies must be properly re- 
laxed, the power of examining and approving projects must be appropriately 
delegated to the lower level, and the procedure concerned must be simplified 
as far as possible.” 


Since enterprises are faced with very different situations, the market in 
technology is always changing, and the opportunity for concluding a trans- 
action can easily be missed, it is necessary to allow enterprises to make 
prompt decisions independently on technological and economic policies in 
light of their actual technical, equipment, and technological conditions 
with the aim of seeking the optimum economic results. Time will be wasted 
and decisions delaved it the central department in charge retains the full 
power of examining and approving thousands of projects and only a few foreign 
trade companies undertake the transactions concerning these projects. The 
purchase of secondhand equipment in particular requires us to make timely 
decisions and seize the opportunity for concluding the transaction because 
the period for submitting tenders is short. The procedure of application 
for approval through every upper level and the practice of repeated ex- 
change of documents is absolutely not suitable for such cases. The State 
Council has decided to gradually vest localities and coastal cities with 
greater power of examining and approving technology and equipment import 
projects, processing applications for sending fact-finding groups abroad, 
and concluding transactions with foreign firms. At the same time, the 





State Council has also decided that the system of authorization will be 
applied to all units in charge of external affairs relating to all technology 
import projects no matter where the funds come from. In other words, the 
enterprise will independently authorize a central or local foreign trade 

or industrial and trading company or any other qualified foreign trade corm 
pany (such as the International Trust and Investment Corporation and Ever- 
bright Industrial Company) to conduct negotiations, sign contracts, and con- 
clude transactions with foreign firms. Some giant enterprises, such as 

the Anshan Iron and Steel Corporation, are even authorized to directly 
handle technological i-port projects. With the adoption of these measures, 
the rate of success of technology import projects will be substantially 
increased and these introduced projects will meet actual needs much bet- 
ter. After pilot projects of expansion of decisionmaking power were carried 
out in Shanghai and Tianjin, the total value involved in the projects con- 
cluded last year amounted to 70 percent of the total value involved in all 
the projects concluded in the previous 4 years. The two cities have 
achieved conspicuous results. 


Relaxed and flexible policies may bring about some duplicate technology im- 
port projects. And actually some such projects have been int roduced--some 
equipment which has been imported can in fact be manufactured domestically. 
At any rate, as long as the principle of enhancing economic results is 
adhered to these projects do no harm because medium and small-sized proj- 
ects, involving small amounts of investment and having a short turnover 
cycle, can bring about immediate and high profits and thus can quickly im 
prove the technological condition of an enterprise. Therefore, the eco- 
nomic results derived from the relaxed and flexible policies respecting 
import of technology will overwhelm the negative effect of import of dupli- 
cate projects. 


It is certainly necessary to prevent duplicate import of major projects and 
unnecessary duplicate import of ordinary projects. So far some enterprises 
have been precipitate in introducing certain popular projects and the 
production capacity of these industrial branches has obviously surpassed 
the anticipated market dei and. For example, the country currently has a 
color television production capacity of 2.3 million sets a year; contracts 
already signed and awaiting signature will raise the color television pro- 
duction capacity by 4.3 million sets a year; meanwhile, some departments 
and localities are planning to introduce 20 more color television production 
lines, which will finally lead to a total production capacity of 10 million 
sets a year, Other branches such as the production of compressors for 
refrigerators, washing machines, timers, and so on are also faced with a 
similar situation. Furthermore, some localities have started trade talks 
with foreign business firms before their technology import plans are ap- 
proved. In some cases, several provinces have contacted a single foreign 
business firm for projects of the same nature. All these practices have 
left bad effects. For this reason, is is necessary to strengthen macro- 
scopic control while delegating to the lower level the decisionmaking power 
respecting microeconomic activities. In the main, the following measures 
should be taken: 
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1. Draw up a plan for technology import. 
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introduce the Manufacturing technique tor this equ) * 
7 | eo ; 4 ~ 4 7 . ~ + e9 = 
snould be aimed at introduction of software techno! 


should be aimed at import of hardware equipment! 


we must make concrete analysis based on the speciti t rent 
trades and euterprises. Among the technology import »p: t Y= 
ai, around 70 percent of the projects relating t 

industry were largely aimed at introduction of software t loevs; whils 
around 70 percent of the projects relating to the |! t textile i ISCEV, 


food industry, and raw material production are aimed a! 
ind production lines. This is a realistic practice. 
hundred million dollars a year on importing softwar: 


equipment. We cannot follow such a practice for the mome:! r 
technological basis lags behind theirs by far and our 

has not been updated for 2 to 3.decades. If we do not t tance to 
import of advanced equipment and seize the opportunity, ¢ logi- 
cal progress, we will surely sutfer great losses. Pr: 

pointed out in June this year that import of samples yrtant 
torm of introducing technology. By and large, we us i= 
cies in introducing technology and should not impose r: tiv ) our- 


selves. 


»» The Relationship Between Introduction of Techno! on oO 
Foreign Capital 


There are many forms of utilization of foreign capital) wiic. livided 

into two categories. the first category consists of | ~ é ‘ranted 

by the World Bank and other international financial o t mid bilat- 

eral medium and low interest loans and buyer's credit «>! vern- 
to another. These foreign funds borrowed on 

help us to ease our shortage in construction funds. | t 

consists of direct investments by foreign businessme terprise 


o be run by joint owners or sole proprietors in th 

int ventures in cooperation with Chinese firms abronc. iv, 
provide economic profits and open part of our domesti: 
businessmen in exchange for advanced technology suppli: 


we are able and should try our best to introduce toreiy i 
makinv use of foreign funds. For example, we can ma} 1 ‘| ro- 
led by the World Banks; we can also invite authenti-: 

te i0logical consultative services. Right now, expert re ink 

ire engaging in investigations, consultation, and pla 


of transrorming the machine tool industry in Shanghai. 


he Bank of China provides foreign exchange loans, es): 
foreign exchange loans on much more preferential ter belt : 
mercial loans provided by foreign countries. ihis i 


favorable form for the country to utilize foreiyn tunds. 


Now, some units do not try to find out whether the ter | 
are favorable and whether a joint venture project or 
domestic market can help to bring in advanced technolory. binp Ck 


~ 
¢ 
> | 














profits for themselves by making use of the preferential treatment ex- 
tended to joint venture enterprises. ‘the purpose of the policy of effi- 
ciently utilizing foreign capital cannot be fulfilled by so doing. 


In order to further make use of foreign capital and introduce technology, 
the central authorities have decided tc give more preferential treatment to 
foreign businessmen by reducing and remitting taxes, opening part of the 
domestic market in a controlled way, relaxing restrictions on import § and 
export, and setting reasonable prices. <A certain portion of the products 
produced by joint ventures of foreign enterprises set up in our country are 
allowed to be put into the domestic market or counted as imported goods 

as long as these kinds of products can bring in advanced technology or we 
cannot produce them on our own but have to import them for the moment. How- 
ever, in order to protect our country's interests, it is necessary to adopt 
a prudent policy toward the opening of the domestic market for some products, 
especially durable consumer goods, if local enterprises can basically meet 
the market demand and foreign business firm engaging in these production 
branches cannot provide any substantially advanced technology. It is neces- 
Sary to make every effort to integrate utilization of foreign capital and 
introduction of technology so as to seek greater ecenomic results. 


4. The Relationship Between Introduction of Technology and [Introduction of 
Qualified Personnel 


Some comrades only attach importance to introduction of equipment and pro- 
duction lines but overlook introduction of qualitied personnel. Ta this 


way we are unlikely to achieve our aim of effective introduction of technology. 


Sometimes, although we have imported advanced production equipment and com 
plete production lines, we fail to produce up-to=-standard products or 
acquire the designed capacity. 


An expert at the Stanford Consultative Research Center holds that the most 
successful technological transfer consists of contacts between people, 

or mcre precisely, the contacts between the technology transferor and the 
introducer. At the same time, the most tmportant thing is to make the 
introduced technology become a "multiplier" which will inspire imagination 
and the spirit of reicrm, thus giving full piay to creativeness and bring- 
ing about marvellous effects. This is a viewpoint of pyreat value. Many 
enterprises have invited foreign eapcris to act as their advisers or have 
embarked on cooperation in production. They have applied new technology 
on their old equipment and strengthened production management, thus vigor- 
ously boosting production. The Suzhou television plant and the beijing 
refrigerator plant have accepted and carried out the reasonable proposals 
made bv Japanese advisers in accordance with their actual conditions. Both 
plants have achieved conspicuous success. Introduction of technica: per- 
sonnel cannot replace import of equipment and production lines, but it 
really can further ensure that the introduced technology meets the actual 
needs and helps to enhance the economic results. 


We must make use of various information communication facilities in real 
earnest; carry out thorough studies of foreign patent documents, these and 


80) 











journals, and economic and technological information; and absorb new krowl- 
eGre on production, deve lopme nt, and Management. At the same time, we must 
tlso try by every means to introduce technical personnel specialized in 
different fields. Now, organizations of retired scientific and technolozi- 
cal personnel in many Western countries offer technical services to de- 
veloping countries, generally in exchange for only travelling, tood, and 
lodging expenses. The United Nations also offer special funds to encour- 
age nationals of developing countries to return to their home countries to 
provide scientific and technological services. We can make use of al] 
these channels. [In addition, many countries are willing to cooperate with 
our country in studies on technological development and policies. This is 
also one way to learn foreign experience and to speed up growth of loca! 
technical personnel. 


». The Relationship Between Introduction of Technology and Commodity Jrade 


line integration of technology and trade is an important means for introduc- 
tion of technology. By integrating technology import and export trade with 
commodity import and export trade, we can obtain at a fairly low price the 
relatively advanced technology that we need. The integration of technology 
and trade is a policy ot great importance. In the future, we must take in- 
troduction of technology into account whenever importing large amount ot! 
commodities. Import units and departments should not go their own wav with- 
out coordinating with each other. Shen importing complete sets of large- 
sized equipment, we svould not only devote great effort to the introduction 
of production technology but should also introduce the technology needed 
for the manufacture ot the equipment in accordance with domestic needs and 


! 


conditions. At present, w st try to realize the integration of technology 


and trade by making use o! the forms of assembly with imported component 
aarts and cooperation in production in particular. As far as commodity 
trade is concerned, it is necessary to give priority and preferential treat- 
ment to the countries and firms that take an active attitude toward trans- 
ferring advanced technology and give preferential treatment to our count: 


ith transact ions. 


In promoting the integration of teciinology and trade, it is necessary to de- 
Vote great effort to properly solviny the contradiction between the iinit 
responsible for purchase ot voods and the units reponsible for technology 
import. Technoloyy introduction is a pretty complicated matter. The lengt 
course of selection of technology and negotiations on the terms o' 
transaction may delay the delivery ot urgently needed goods. In addition, 
the technical requirements set by the units reponsible for technology import 
are not all the same as those set by the units using the imported tech- 


noloyy. The units responsible for purchase of goods and those responsible 

for technology import often fail to promptly communicate fetween themselves 
Ihe latter do not know the quantity of goods to be imported while t 

former are not clear about what technology should be imported; » the otner 
hand, both sides may have dilterin ypinions on the portion ot econonis 


burden to be shared between them (the price of commodities and the price o 
technology sometimes fluctuate reversely). In order to solve these prob- 


lems, it is necessary to properly handle the tollowing tasks: 





p a plan for the integration 


l. rawing uf 
nts responsible for purchase o! 

to propose as early as possible 
CCU] DM [ L« be 
Of technology 
, and trv their best to solve the 


uit e- na? A ie 


! goods 


The 
using the imported 
major products and 


of technology and trade. 
and thosc¢ 


a list of 


imported in the next few years, contact production and 
icturing departments so as to work out 
and trade, start negotiations 


the plan for the integration 
on technical terms as soon as 


contradiction of uneven speed of 


2. lating a reasonable policy so as to balance the economic interests 
inits responsible for introduction of equipment with those of the 
ing the imported goods. The rate of tax on the commoditics imported 
eans of integration of technology and trade should be lowered and 
would be granted to facilitate the import of these kinds of com 
odities. fhe manuftacturiug units should trv their best to consider the 
ea le demands made by the units using their products with respect to 
development speed and price, and make every effort to provide preferential] 


| treatment in terms of commodity price. 


and trade and the integration otf 


with j}e it sSarv 
industry. 
4) 


gration ot technology and trade. 


4. In order to expedite technology import 


principle oft 


import 
conditions as the automobile 
Some nationwide specialized companies can also promote the inte- 


integration of technology and trade e 


tablishing specialized companies featuring the integration of tech- 


trades 
iron and steel 


for such 
the 


and 
industry, 


export 
and 


» it is necessary to apply the 


ven to commodity import 


| items small value as long as it is possible. but, these cases must be 
| handled in a flexible way. Otherwise it may aftect the economic results on 
thre irt of the units using these imported commodities. 
6, eclationship Between Technology Import and Self-develpment 
ne never ayain close the country to international intercourse and 
e import of foreign advanced technology, upholding the principle of 


starting evervthing from the very 


bevyinning. 


but, definitely we should 


yuard ayainst one tendency, namely, worshipping and having blind faith in 
thin, forcien, underestimating our own capabilities, and giving up the 

pa lf-development. For this reason, it is necessary to properly handle 
th res ionship between introduction and deve lopment oi technology. 
Practice has proved that the introduction of technology enables us to em 
bark on technological innovation and development on a new and more advanced 
basis, to select and utilize the latest foreign scientific and technolopgi- 
1] achievements at a higher level, to step up the process of self-develop- 
ent ind to narrow the gap between developed countries and us. We should 
take the initiative in introducing technology to enhance our own capability 
of t nological innovation. Such a practice conforms with the principle 
of lf liance japan spent $5.8 billion to import a total of 26,000 

te il items in the 26 years from 1950 to 1975. It is estimated 
that it would have taken much longer and cost tens of times more funds if 





Japan had developed everything on their own from the verv bezinni The re 
is much in the Japanese experience that we can make use of. We must vi-or- 
ously introduce all sophisticated technological items which are not avail- 


able at home but have been highly developed abroad. As for the equipment 
largely consisting of component parts which can be developed and manufactured 
at home, it is necessary to depend mainly on ourselves in developins tlh 


whole sets of equipment while importing those component parts involvi 
sophisticated technology which we cannot handle for the time being. As 

for those technological items which we are quite sure can be developed within 
a short period based on the local existing technological resources or for 

the sensitive technological items that are put under embargo, we must con- 
centrate domestic resources to tackle the related projects. 


fo enhance our capability in technological innovation, we must also pav at- 
tention to two more aspects: First, enterprises and scientific and tech- 
nological research units must strengthen cooperation between them, sneed 

up the process of absorbing and digesting imported technology, enhance their 
own capability in technological innovation, and pay equa! attention to 
digestion of imported technology and scientific and technological research 
and to technological innovation and invention. Second, when int roducins 


technology, we must give priority to those advanced technoloyical ite: 
which are compatible to our enterprises’ technological conditions and equip- 
Ment and can readily be used and be further developed. It is necessary to 


request foreign business firms to provide more information on softwar: 
technique so as to enhance the enterprises’ capability in technological 
application and development. 


7. The Relationship Between Introduction of Technology and Protection of 
Patent 

Knowledge can create wealth and science and technology can be transtorme 
into productive forces. In order to encourage creative mental labor, man 
countries have enacted some laws to protect the property right of knowledge, 
such as the patent law, the commercial secrecy law, the copyright law, 

the trademarx law, and so on. Our country has drawn up and enacted * 
"Patent Law of the PRC" and will put it into force next year. We have also 
drawn up the "Decrees Governing Compensated Technological Transter" 

are going to promulgate them soon. We will draw up more Laws a 

to protect property rights in the tuture. Since we have just beyvun ! mer 
out the open-door policy and lack the basic knowledge on patent an toche- 
nology trade, we have suffered some losses in the course of techno! 

import and some of our newspapers carried reports inconsistent will thr 
relevant laws and international conventions. Al! these have add 


eign business firms’ misgivings in entering into technoloyica 
with us and have thus raised the costs of technological transter. 


From now on, we should strictly implement al! the provisions 
(including the patent law) promulgated by the state, respect interrational 
conventions, abide by the articles laid down in contracts, and prote 
foreign business firms’ legitimate rights. The department in ne 

patent registration must strengthen administration of patent 
consultative service. 





However, there is another tendency at present. Under the pretext of pro- 
CtecCing the property right of knowledg: », technologv transfer is restricted 
or too high a technological transfer charge is exacted. Such practices ar 
wrong ae must be aware that protection of the property right of knowledge 
id only to a certain extent and patent right is onlw effective within 
certain areas and subject to a fixed period. Capitalist countries even pro- 
hibit by law the act of attaching unreasonable restrictive articles to anv 
agreement on technological transfer. Ther tore, the above practice should 
not be tolerated in our country. Some international organizations, such 

as the 1ited Nations International Development Association, and a few coun- 
tries which provide aid to our country not only allow but encourage us to 
popularize the technology relating to their aid projects. 


We should speed up popularization of advanced technology while abiding by 
the contracts, protecting the proerty right of kuowledge, respecting the 
legitimate rights of the transferors, and allowing them to secure reason- 
able pr fits, so as to increase our countr’ "s econoni: Strength and enhance 
our scientific and technological standard. Those enterprises and organiza- 
tions which enjoy priority in introducing advanced 
to popularize the imported technology within the extent of the state law 
and contracts and in exchange for resonable reward. 


technologyv are duty bound 


By and large, only by protecting the property right of knowledge can we in- 
troduce advanced technology more smoothly; and only by implementing the 
system of compensated technological transter can we efficiently popularize 


advanced technology. 
5. he Relationship Between Introduction of Technology and Standardization 


Standardization is a basis for technological progress. At present, the 
tarcets of standardization work in our country are to quickly and extensively 


introduce international advanced standards and to set up our own systen of 
national standards so as to speed up the process o! replacement of the old 
generation of products with a new one, to enable our country to catch up 
wit inced countries in the world in product quality and variety. Re- 
sat of the state's policy on technol. ind the demand for standardiza- 
tion and without considering the quality of products, the performance of 
equipment, and acceptance test standards, me uoits responsible for teche- 
nolo introduction have carelessly bought whatever was available or even 
imported some technologically outmoded equipment. » result, what they 
have imported is a “mix-up of different manufacturers" products. This is 
ibsolutely wrong. In introducing technology, we must pav attention to the 
followin yints: 1) We must trv our best to avoid importing from diftternt 
countries a wide variety of equipment seri ind models with similar func- 
tions, for supplying spare parts and maintai y equipment » imported 
produce difficulties. 2) In introducing ts . it , i 

fullo the state's policies on technology and lipment an INSer Cine 
state’ laws and decrees concerning electri irrent frequency, voltape, 
measurin ‘stems, environmental protection, labor satety, pu lic health, 
and trans rt planning. 3) While introduci t« \Olo » it i necessart 


to pav full attention tointroduction otf tor standards, especialls 





enterprises (or companies’) stancards. his can help us to thorough! 
understand the tunctions of imported equipment (or materials), the proces- 
Sing technology, quality control process, and testing procedure, and will! 
facilitate the di tion of introduced technology. 


In order to strengthen the examination of projects introducing with respect 


to standardization, partments in charge of standardization at all levels 
must do a good jot providing consultative services on standardization 


and take the initiative in providing information on development of standard- 
ization work at home and abroad. At the same time, the units responsible 
for the introduction of technology should also make the standardization 
study and the procedure of consulting specialized journals an essential 

part of the feasibility studies for projects of introducing technology, and 
should also invite departments in charye of standardization work to take 
part in the examination and approval of projects of introducing technology. 


Speeding up the technological transformation and technological progress ol! 
the existing enterprises to enhance their capability of self-development and 
to raise our country’s economic strength through introduction of technology 
is an essential aspect of our country's policy of opening the door to the 
outside world. ec st constantly sum up experience and strive further to 


Create a new situation in the introduction of technology. 


CSO; 4013/39 








WORK & . NCHAI'S TALLEST HOTEL 

OW19112 \I\HUA in English 1047 GMT 19 Nov 84 

[Text ] i, 19 “ov (XLNHUA)--Work began here Saturday on what will be 
»nans ' t otel. 


Ihe 3l-scto: jiao Hotel is located in the Hongqiao development zone, 
Near tlie 's international airport. 

The zon einyg developed into a foreign trade and tourist center. 

The 103- -hish hotel will have 710 rooms, including a presidential suite. 
Its facil - will include an international conference hall with sirultan- 
eous int ition in six Languages, an indoor swimming pool, sauna, bil- 
liard r ; s, a gymnasium and a beauty parlor. 

There wi restaurants serving Chinese and Western food and snacks. the 
top stor | tel will have a restaurant with a panoramic view of Shang- 
nai. 

There ~ pavilions, corridors, fountains and rockery in southern 
Chines 


1: built by the Shanghai Municipal Administration for Travel 
is scheduled for completion at the end of 1986. 


Shanghai l> hotels with a total of 4,000 beds. 

we ci it by a quarter of a million tourists from overseas, tiong 
ong and ! n the first half of this vear--23.6 percent more than in the 
so ‘ “*? j i? i L« 
Ls ‘ 
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HT PROSPECTS OF BUILDING INDUSTRY DISCUSSED 
Liine CLANGCMING RIBAO in Chinese 13 Jul &. } 


irticle by Lin Zhiqun [265! 1807 5028!): “Sright Prospects for Our Nation'‘s 


”) 


ildine Industry’ | 


<t The prospects for our nation’s bullii industry are bright. The high 
ide of a reform which takes the industrialization of trades and the commer- 
lization of products as its core is about to emerge. We should actively 


"he ur s< lves into this tidal curtent 


Building Industry Presents An Unpr: tedly Good Situation 
the thirty or more vears since the | ' ' our country, China's building 
strv has been charged with an impor! ion, with millions of construc- 
mn workers fighting successively in but th and south contributing their 
streneth. Yet because of the inf! "leftist™ thinking, China's 
silding industry has never received tty ttention it should have and never 
ecame a vital, true production department. <Atter the Third Plenary Session 
the llth Party Central Committee, th! tat iffairs began to turn around. 
the past several vears, cuonstructi tout of residences in cities and 
ms approached 100 million square met ea ear; farmhouse construction 
reased sharply to 600-700 million s ters. The average amount of 
rea mpleted per year per person on t i basis was 0./-0.8 square 
ter. Such a grand scale cf construct i hi is second to none in the 
entiv the nation has been engaged i nator policy decisions with 
ird to reform of the building industry. ot ne anxiously awaits the 
‘f the “springtime of the buil! trv. 
he Building Industry Is Faced Wit but Arduous Task 
iret, from now until the vear 2,000, th. national construction to 
be undertaken is utterly enormous. On pect ' this involves the 297 state 
eriority mstruction projects of the 1980's which must be completed and go 
into operation with high quality, high speed and highly beneficial results. 
Amone these projects, about one-third depend on existing construction being 
irried out in cities; the other one-third involve construction near natural 


resources of electricity stations, mines, and the formation of new ities, 
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i industry to become an independent production department capab]: 

nassl large amounts of tunding for the nation. Concrete reforms in het 
Ll. Entering primary products into both long-term and annual economic and 
soclal development plans, enabling their production construction to have 
uaranteed capital, materials, equipment, labor force and other correspond i 
nditions. 
2. Construction departments should have the comprehensive capabilities t 

mplete production of its primary products, namely: be responsible for al 
catezories of construction materials and related survey and design of founda- 
tion installations according to state planning or the needs of enterprises J 
individuals; be responsible tor assembling state allocated materials and yr 
purchasing negotiated price materials and equipment according to amounts an 
varieties set in the budget, and for organizing processing and production ot! 
structural tittings and components; be able to complete installation projects 
it the Nscructiton site, using the turn-key method of supplvi the construct- 
ed end-product (i rmin lece upon piece of new residential or commerci 
Sites, the end-product 1 be taken building by building expanding into the 
entire district). 

s, cegarding the end-products of construction as goods entering the market- 
place: lilding products should be priced the same way that those of othe 
industrial products are, i.e., by including costs, taxes and profit. Cor li- 
ties built can be ld to the state, collectives, and some (such as residential 
hou: ing) can be soi' to individuals. In rural areas, the production and sale 
of complete sets of components tor farmhouses should be developed as well as 
the provision of technical services for planned design and construction. 
+. Stressing construction by industries on their own: This primarily in- 
olves reform of the employment system. The methods of temporary and seasonal 
employment, among others, which are mmonly used internationally should be 
utilized; wages and treatment should be improved, providing appeal to employ- 
nent in the building industry which has relatively harsh working conditions, 
in the area of specialized trades, ipational division of labor should be 
strenethened, and design control work should also be strenythened; all tvpe 
of building contract enterprises should be developed; a system of social super- 
‘fision over the quality of building products should be established; laws and 
regulations pertaining to industrial technology should be formulated: and 
forth. 
Since the Third Plenary Session of the I]lth Party Central Committee, great 
ichievements in agricultural reform have remade the world tor people. here 
does reform of the cities begin? It seems that the building industry is the 
breakthrough point in reform of the cities. The building industry is Larryre 
yroduction industry which is both relatively independent and has its 
special features; the first is that the building industry's production i 
relativelv decentralized. One product, for example one house, requires 
relatively large amount of work, its scope is relatively clear-cut, ukiny it 
asv to implement all kinds of contract systems to do thig business. Se llv, 
the influence of factors such as nature and climate is relativel. vreat, and 
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changes ot bad business practices in the building industry, improving economic 


results, and speeding up all national economic development. 


In the thirty vears since liberation, we have routinely carried out the method 


of centralized distribution bv the departments in charge with respect to as- 


ee 


Signing construction responsibilities tor building, projects. Under rcum- 
Stances where the construction load is very heavy and bui 
were insufticient, this method was very important tor guar: 


> tate construction projects and promoting overall national economic. 
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ut thi netnod 11 ractice » Te rled Ibvious detects. rOr ¢ i l¢ » Cine 
division ot responsibilities between t] init for which construction was under 
taken and the unit in char yf struction was ¢t clear and mutual] Inta- 
ronistic: when the unit under nstruction opened their mouths to spend money 
the unit in charge of construction would charge whatever they wanted. Ph 
result was an enormous waste of funds and materials, the quality of the pro- 
ject was not high, the time limit tor the project was endlessly extended, 
creating many “bearded" projects with poor economic results. 

The key t reform « the buildine industry is tor construction projects to 
implement investment contracts and a tender contract system. Implementation 

y] this Y rorm \ ui j yea ij Gat rast hen men } ] a it li rea_ayv=- 1cié d" 
with respect t t ssignment nstruction responsibilities. | nstruc- 
tion enterprise ire unable t eet the ualitv requirement or the time 

limit t t ther dit ! Lildin rrojects, then the tld net 
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CONSTRUCTION 


KEY CONSTRUCTION PROJECTS--In the first half of the vear, our province's key 
construction projects made new headway. Except for the Xinhe Line (Shandons 
section), the ten key state projects add up to completed investment of 
628,010,000 yuan. The Jiao Jifu Line and the Jinan to Lancun Line, except 
for the Lanxi marshalling station and the section from Huanggipu to 


Weifangshuangrao, were already completely connected betore 1 July. The coal 


washing plant at Xingluzhuang has already finished the trial testing of single 


machines and has entered the phase of combined operation trial testing. In 


order to guarantee smooth progress in key construction prejects, every related 


prefecture and department has gone all out to carry out support. The broad 


numpers of cadres, staff members and workers who are responsible ‘tor construc- 


tion are racing against time, making every minute count, sparing no effort, 
achieving new levels in the pace of construction progress and in quality of 
construction. Leading comrades trom the provincial party committee and the 
provincial government have themselves visited the construction sites tor in- 


spection and study to help solve problems and forcetully promote key construc- 


tion projects. [Text] [Jinan BAZHONG RIBAO in Chinese 13 Jul 84 p 1] 12643 
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RE”"ORM OF SUPPLY SYSTEM URGED 
Jinan DAZHONCG RIBAO in Chinese 11 Jul 84 p 2? 


f . ’ , «* , co°7 i ane ) . , , 
[Article by Yang Yuduan [2799 3768 38432]: "Supplies Management Work Demands 


. , 6 = wT 
Prompt Reform" 


[Text]! Supplies management work, having been influenced for a lony time by 
"leftist" thinking and having been hampered by regulations and restrictions, 
is not able to accommodate the needs ot developing circumstances and demands 
prompt reform. 


In the past, we were accustomed to using administrative methods of manaying 
everything, thus making the supplies system more and more complicated; there 
were administrative levels of every sort, and channels were not smooth. Turn- 
ing over supplies from the domain of production to the domain of consumption 
was extremely difficult. In particular, for some supplies tor which demand 
was greater than supply, endusers had an even more difficult time finding 
In addition to this, from the provincial 
level supply and planning departments through the prefectural level to the 
unty level supply and planning departments, at every level it was required 
that one kind of supply be jointly managed by the planning commission, supply 
bureaus and supply corporations. In order to distribute one kind of supply, 
thev trequently argued and wrangled among themselves. Under these circum- 
stances, it was often impossible to carry out supply arrangements according to 


wavs to procure these supplies. 


objective needs; instead they departed from supply distribution principles and 
irried out so-called “equal sharing of benefits" and "balancing". Because 
administrative interference permeated supplies management and distribution, 
there developed difficulties in the supply of goods and materials, preventiny 
limited supplies from being used in production construction in a timely and 
efficient manner. At the same time, because according to the svstem each 
lepartment handles its own supplies, it frequently occurred that at one 
locality the same product would be exported on the one hand and at the same 


time imported on the other hand, creating roundabout transport of supplies, 


increasing circulation costs, adding to the burdens on enterprises, and at the 
same time increasing pressure n transportation departments. 

As to methods of supplies manayvement, they are scientifically poor, character- 
ized by stitling overcentralization, and also require great efforts to reform 
them. At the moment throughout the province management of supplies is routinely 
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FOREIGN TRADE AND INVESTMENT 


BANK OF CHINA FOREIGN CAPITAL ACCUMULATION METHODS DESCRIBED 


Beijing GUOJIL MAOYI [INTERTRADE] in Chinese No 5, 27 May 84 pp 8-' 


[Article by Wang Lili [3769 7787 7787]: “The Function of the Ban! 


in Raising Foreign Capital To Finance the Four Modernizations" | 


[Text] After implementing the policy of opening to the outside, 
to gradually raise foreign capital on the international marketp! 


to compensate for inadequate domestic construction funds. The ba 


serves the state as the bank specializing in foreign currency, 
responsibility of organizing and raising foreign exchange curren 
1978, the Bank of China has performed a great deal of work in tt 
according to conditions in the state's foreign exchange revenu 
ture and according to the need for foreign capital in domestic 
According to statistics, from 1979 to the end of 1982, the Bant 
raised 80 percent of the foreign capital used in China, includin 
governmental loans, loans through international bankiny oryaniz 
credits, energy development loans, loans for other special proje 


issues, certificates of deposit, and commercial loans. 
[n recent years the Bank of China has initiated a series of servis 
international banking marketplace and has greatly expanded its cont 


the international banking world. At present, the Bank of China 
160 domestic locations and more then 240 branches in Hong Kong, 
abroad. We aitready have established representative relationshi 
3,000 banks in 146 countries and areas, and are well equipped ti 
The basic task of the Bank of China is to serve the state in the 


of socialist modernization. At present, the Bank of China is striv 


enlarge its range of services and open up new areas of service. 


the Bank of China in supporting national economic construction and 


developing economic trade abroad is becoming more important da 


The Bank of China uses primarily the following several methods it 


foreign capital: 


Ls Foreign Cucrency Deposits. An important source of the Ban 
foreign exchange funds is the absorption of foreign currency dep 


and from branch banks in Hong Kony, Macao and overseas. Since | 
when the Bank of China issued new reyulations covering foreign 
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+. Bank Consortium Loans (Syndicate Loans) 
consortium loans have rapidly developed in t 
place, especially with the present coiditi 
services. The lenders are able to spr: t 
increasingly important, and in comparison 
consortium loan costs are relatively hicher, 
this can be an acceptable channel for raisin 
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floating interest rate deposits is a simpl: 
intermediate-term funds. In the past tew 
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is of the higbest standing, and particularly in recent years, our domestii 
political stability, steady economic progress and conditions in foreign 
exchange expenditures and receipts have been quite satisfactory, so that when 
the time is ripe and conditions are right we will not exclude this channel! 
for raising capital. 
7. Export Credits. The Bank of China nas already used this loan method t 
raise large amounts of capital to supplement tunding sources for domestic 
construction projects. Since 1978, the main branch of the Bank of China has 


signed purchase credit agreements with England, France, Italy, Canada, Sweden, 


Australic, Belgium, Norway, Argentina, West Germany and the United States at 
relatively favorable interest rates. Because export credits are an effective 

“5 -¢ ¢ . > sh . —w } I ] ‘ *} iz ” * las ; . ™ * " 
means of supporting a country’s exports, the Bank ot China not only has made 


. 


full use of this technique of raising funds, it simultaneously has begun t: 
test the provision of export credits tor selected commodities in order to 
subsidize the development of China's foreign trade. 


fo sum up, the Bank of China has many channels tor raising foreiysn capital, not 


merely those listed above. In addition to raising toreign capital through 
banks, we can also utilize many other methods of applying foreiyn capital, 
such as inter-covernmental loans and loans from international banking oryani- 
zations. yonsequently, when we raise funds, we must make an economic analysis 


of the advantages and disadvantages in order to utilize the best method. 


The foreign exchange funds raised by the Bank of China on the international 
marketplace mainly are used to provide support for the state-financed energy 
and communications projects as well as the technological ceforms of medium 

ind small enterprises. Clearcut economic results have already been achieved 


in these areas. For example, the Bank of China undertook the fund raisiny 


efforts for such major projects as the Guangdong nuclear power plant, the 
Pingshuo coal mine, and for offshore oil development, and in addition to pro- 
viding direct loan services, they also provided financial advisory services 
for their customers. As a member of the Zhonyg-zhi-xiny [0022 5347 5281] 

‘1 ; ; 


Financial Corporation, the Bank of China acted as financial advisor to the 
the major sto kKholder in tly 


4 


China National Offshore Oil Corporation, an 
China National Construction end Financial Services Corporation, also partici- 
pated in the financial activities of national oi] development in Hainan. The 
Bank of China also was very successful in their efforts in the loan transter 


of the Japanese energy loan for the Bohai Oil Field. 


Cur foreign exchange funds are relatively abundant at this time. Thi mnly 
temporary. From the long-term point of view, tollowing the mtinual develop- 
ment of national economic construction, there will be an even wreater need tor 


foreign exchange funds, and with the Bank of China as the nationally designated 
bank specializing in foreign exchange, we can cooperate with Fankiny circles in 
all areas of the world, make progress in expanding our sources of foredyyn 
excharige and support construct ion of the four modernizations. 
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FOREIGN TRADE AND INVESTMENT 


DEVELOPING FOREIGN TRADE BY CENTRALIZING ADMINISTRATION 
Beijing GUOJ! MAOYI [INTERTRADE] in Chinese No 6, 27 Jun 84 pp 5-6 


[Article by Ji Chongwei [1323 1504 1218] and Meng Xiangang [1322 2009 0474}: 
he Need To Strengthen Centralized Administration To Develop Foreign Trade" |} 


[Text] Our country has made considerable gains in our external economic re- 
lations by firmly implementing the open-door policy and by invigorating the 
domestic economy following the 3d Plenum of the llth Party Central Comittee. 
We have already established trade relations with over 170 countries and regions, 
over 50 of which have concluded trade agreements and protocols with us. In 
recent years, while the major Western capitalist countries have been in the 
grips ot a severe economic crisis and the international economy has been going 
through a period of recession, our foreign trade has continued to thrive. Tle 
total volume of our imports and exports in 1983 showed an increase of 4.9 per- 
cent compared to 1982. Discounting the drop in prices as a factor, the actual 
volume of eaports increased by 11 percent while the actual volume of imports 
rose by 29.4 percent. 


Certain problems, however, have presented themselves while our foreign trade 
continues to be developed. The main problem is that in the process of reforming 
the foreign trade system, the administrative powers and certain operational 
powers, which should not be decentralized, have been separated with the result 
that export operations and transactions have fallen into a state of confusion. 
There have been times when foreign trade enterprises in certain areas have re 
sorted to competing among themselves for goods and clients, purchasing goods at 
increased prices and setting different prices for exported goods. This situation 
has not only impaired the implementation of our open-door policy and the steady 
development of our foreign trade but also created certain difficulties for 
foreign traders. Critical comments have been heard from various domestic quar- 
ters as well as from foreign businessmen. Taking advantage of our experiences 
in the reform of the ‘uvreign trade system, we are in the process of adopting 

the necessary measures to strengthen administrative control over foreign trade 
and to pu: an end to this state of confusion. 


Ours beiug a developing country, foreign trade conditions are not in our favor. 
At preset, international economic relations are in a state of flux, trade 
barriers have been set up, protectionism is running rampant and competition 

in the international market has intensified. Under such circumstances, we must 
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strengthen centralized control and increa our competitiv lige in orde! 
develop our economy and ftoreign trade. ir effort to strengthen centralized 
control has, however, created certain unwarranted misunderstanding ind mis- 
Pivings among some of our clié€nts. In strengthening « t i control over 
toreign trade, it is definitely not our intention to change our open-door policy 
or to refrain from making the necessary reforms. ur pur is to steer in the 


right direction the efforts made by the concerned quarters in our country to 
develop foreign trade to the fullest extent. To strengthen ntralization and 
unification means to centralize and unify administrative control in the ficld 
of foreign trade decrees and systems, the stringent enforcement of the issuancs 


of import and export permits, the meticulous observation of ti illocated amount 
and the quota of imported and exported commodities and the strict inspectien 
of imported and exported commodities. trademarks, etc. Such administrative work 


is normally placed under highly centralized and unified control in the socialist 
as well as the capitalist countries. 

In stressing the need to strengthen centralized and unified ontro! er foreign 
trade, we are not recommending stifling overconcentration or a reversion to the 


situation prior to the reform of the foreign trad <= 7 0 iy oa t ve ver- 
all reform of our economic system is concerned, it i in level im thi 
right way and further reforms will continue to be mide on the isi th The 
of our experiences. The dislocation between production and protit hich had 
plagued the foreign trade enterprises in the past will yvradually ! crected, 
We must continue to bring about reforms which have ro ti ffective. Ex- 
ported commodities such as machinery, ships, coal and silk fabrics, whic id 
been handled by the industrial departments according to 4 previo lecision, 
will continue to be handled by such departments. Tl mre ired t 
define more clearly their different spheres ot operation ith regard to t 

types of commodities involved. Such flexible patterns of trade as “three comes 
ind one compensation” will continue to be adopted and developed and certain 
preferential policies will remain unchanged. In order to acquire fturther « 
perience in the integration ot industr ind trade, we ar: Iso experimenting 
with the integration of industry and trade involving certain commo 7 nd 

of trade and technology. The autonomous powers of the localities and the d 
partments in the importation of commodities will also be expanded. In short, 
while adhering to the principle of centralization and unitication, we ust 
continue to shore up and develop the positive attitud Or tt rts eon rned 
ind to invigorate our foreign trade so that it may attain a degrec o lexibility 
without falling into a state of disarray and so that it may e developed in a 
vigorous manner. [t is our belief that through the strengthening of centralized 
and unitied control over foreign trade, t¢t chaot tat i had previous! 
existed in that area will be put to an end, that t positive attitude of th 
concerned parti: will bs further develo ed, that economic eticcetiven my ottv 
field of for ign tr ide will be rapid] enhanced and that our « ree of action 


will gain the understanding and support of more and more foreign traders. 


it is our long-term and unalterable strategi to op thie chan ter thy 
outsid world and to increase economic and techni Charny t 

countries on the principle of equality and reciprocity. lakin rovers 
long-term view of the trend of developments, w in | ertain that ou ternal 
economic relations will be further strengthened and that ny t vind ¢ rt 


trade will continue to expand. It should be noted, ‘ r, | Phe raat 











increase in a country's foreign trade is often determined by a variety of factors 
such as the restrictions imposed by the state of international economic deve lop- 
ment, the state of the development of domestic production and the situation with 
regard to the international balance of payments. We must, on the basis of the 
actual circumstances in the development of the entire national economy, mak« 
what adjustments and exercise what controls as are necessary regarding the 
structure and number of exported commodities so that we may improve the admin- 
istration of operations, increase economic effectiveness and ensure the healthy 
and stable development of our foreign trade. That is absolutely necessary and 
proper. This line of action, which is commonplace in international trade, does 
not imply any change in our open-door policy. 


Last year, our economic situation was most favorable. The gross value of our 
industrial and agricultural production amounted to 610 and 270 yuan, respec- 
tively, showing respective increases of 10.2 and 5 percent compared to the 
previous year. This year, as we seek to bring about an overall upturn in the 
national economy, we must further increase the number of imports and ensure an 
adequate supply of exportable commodities. During the course of the coming 
year, our foreign trade is certain to be developed in a stable manner. The 
overall strategic objective for the development of our economy by the end of the 
century has already been set, that is, a continual increase in economic «f- 
fectiveness a quadrupling of the annual gross value of our industrial and agri- 
cultural production. In order to achieve that strategic objective, our import 
and export trade during the 1980's, and especially during the last 10 years of 
the century, must be greatly developed. There is no doubt that by strengthening 
our foreign trade administrative control, by reforming the foreign trad ystem, 
by putt'ng through the necessary economic legislation in order to implement ou: 
open-door policy and by continuing to perfect and to implement certain specific 
measures, the scale and the scope of our foreign trade will be further enlarged, 
the pattern of trade will become increasingly flexible and the prospects for 
development will be most promising. 
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FOREIGN TRADE AND INVESTMENT 


DEBT PROBLEMS ARISING FROM FOREICN LOAN UTILIZATION 
Beijing GUOJI MAOYI [INTERTKADE] in Chinese No 6, 27 Jun 84 pp 7-8 


[Article by Liu Xiangdong [0491 0686 2639] and Liu Jialin [0491 0857 2651]: 
"Debt Problems Arising from the (tilization of Foreign Loans"™|] 


[Text] A major strategic policy decision was made at the 3d Plenum of the ilth 
Party Central Committee to adopt the open-door policy, to break through the 
forbidden zone of the 1960's of incurring foreign debts and to begin making 

use of medium- and long-term loans at medium- and low-interest rates from 
foreign countries and international financial organizations ia order to 
strengthen the development of urgently needed energy resources and projects 

of communications construction. The actual experience of the past few years 
has shown that the use of foreign capital has proved or will soon prove to b¢ 

of great benefit in promoting the four modernizations projects of construction, 
For instance, loans contracted for the development of petroleum have made it 
possible to maintain the recent petroleum production level of 100 million tons 
and to ensure its long-term development. The use of loans in the development 

of seven coal mines, including the one in Baodian, has made it possible to 
increase their annual production capacity by 40 percent during the period of the 
Sixth 5-year Plan. By making use of foreign loans, the second phase of the work 
of constructing a coal-loading wharf in Qinhuangdao and the construction of the 
port of Shijiusuo in Shandong will be completed this year and in 1985, respec- 
tively. The completion of these projects will raise their annual handling 
capacity to 35 million tons, thus alleviating the shortage of ports and re- 
lieving the pressure created by ships tying up at the ports. After the Beijing- 
Qinhuangdao Railroad and the Yangzhou-Shikiusuo Railroad in Shandong have been 
completed and opened to traffic in 1985 and 1986, respectively, they will add 

62 million tons to their msportation capacity and ease the shortage of trans- 
portation facilities in W h China. The Sanjiang flatlands in Heilongjiang, 
brought under cultivation with the use of foreign loans, will be capable of 
producing 750 million jin of grain and soybeans, turning over to the state 500 
to 600 million jin of commodity grain and becoming one of the major grain- 
producing areas in our country. The figures cited above show the full signif- 
icance of using foreign funds in promcting our projects of economic construction. 


At the mention of foreign loans, however, some comrades tend to evince concern 
over the heavy burden imposed by debts. It is true that what is borrowed must 
be repaid with interest and that debts will be incurred. The important question 
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to consider is how much to borrow, what kind of money to borrow and what the 
liabilities are. If a country borrows an amount larger than its ability to 
repay and if most of it is in the form of high-interest cash loans, the liabil- 
ities will be so heavy that it will have to make new loans in order to pay old 
debts. That is a dangerous thing to do. If, however, a country contracts a 
loan the amount of which is within its ability to repay and if most of it is in 
the form of medium- and long-term loans at moderate and low interest rates, 
then there is no fear that it will be burdened with heavy liabilities. 


By what means, then, are we to determine the proper amount of loans? It is the 
general international understanding that it is relatively safe if the amount 

of interest for the repayment of foreign loans contracted by a country does net 
exceed 20 to 25 percent of its regular annual foreign exchange income. It goes 
without saying that the wide differences in the circumstances of various 
countries make it difficult for them to exercise effective control on an 
arbitrarily uniform basis. Insofar as our country is concerned, we have to 
import every year certain essential means of production and materials in daily 
use and to export a certain number of products processed from imported materials, 
thus requiring a considerable amount of foreign exchange. For this reason, 

the interest rate for the repayment of loans should be kept reasonably low. 

lt is the opinion of some experts at the World Bank that the amount of interest 
for the repayment of our foreign loans should be kept at 15 percent. Between 
1979 and 1983, the annual amount of interest for the repayment of loans had yet 
reached 10 percent of our regular foreign exchange income, a rate that is lower 
than that of some developing countries. The situation also requires further 
clarification. The amount of interest we paid also includes that for the re- 
payment of the current exchange commercial loan of $5 billion for the impor- 
tation of 22 sets of equipment in 1978 (already repaid), a sum which, strictly 
speaking, should not be placed in the category of foreign capital utilization. 
This factor should be taken into consideration when we analyze the scale, speed, 
effectiveness and amount of interest forthe repayment of loans in the utilization 
of foreign capital in recent years. If the amount of interest for the repayment 
of this commercial cash loan is not included in the amount of interest for the 
repayment of loans in recent years, the percentage would be much lower. Inother words, 
since we have the means for the repayment of loans, there is no Likelihood that 
we will be burdened with heavy debts. If the amount of interest for the repay- 
ment of foreign loans is put at 15 percent, then the annual amount of our 
outstanding foreign debts will be kept at the average of $15 billion from now 
until the end of the century. At the present time, our outstanding debts 

amount to only around $3 billion, mostly in medium- and long-term debts con- 
tracted at moderate or low interest rates. It can therefore be seen that we 
have considerable leeway in the utilization of foreign capital. 


In view of the considerable potential for earning foreign exchange through our 
export trade, we are obviously quite capable of paying the interest on our 
foreign loans. Since the 3d Plenum of the Ilth Party Central Conmittece, our 


foreign trade has been developed to a considerable extent. The amount for 

exports has increased 1.3 times from $9.8 billion in 1978 to $22.2 billion in 
1983. Since 1981, we have had a favorable trade balance. At a time when the 
world economy is in a state of stagnancy. when the international market is in 


a recession and when protectionism is running rampant, this is something not 
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easily achieved. By upgrading the quality of our products, by adding to their 
designs, colors and varieties and by improving their packaging alone, the potea- 
tial for increasing our foreign exchange earnings will be greatly increased. 
Taking the exportation of our textiles to the United States as an example, so 
long as they are of the same quality as similar products exported from Hong Kong, 
our foreign exchange income will be considerably increased even without in- 
creasing the amount. If we could only improve the quality and add to the variety 
of such foodstuffs as grain and oil exported to Hong Kong, it would be possible 
to earn an additional $200 million without increasing the amount of such exports. 
It is also obvious that with the development of our external economic relations 
and the increase in the number of projects of economic cooperation and technical 
exchange with foreign countries, our foreign exchange income, aside from that 
derived from trade, is also likely to continue to increase. This is a factor 
which promises well for the utilization of foreign capital. Furthermore, if we 
do our preparatory work in the utilization of foreign capital properly, if we 

set our eyes on economic effectiveness in whatever we do and if we ensure the 
recovery of our investment at an early date, it can be taken for granted that 

we will not be burdened with debts. 


The main problem facing us is not the burden imposed by debts but the way to 
make better use of loans from foreign governments and international monetary 
organizations to make up for the shortage of funds for domestic projects of 
construction and to speed up the pace of our socialist modernization projects 
of construction. In order to make a breakthrough in that area, we must eman- 
cipate our minds and be prepared to take whatever action is necessary to acquire 
all the foreign loans we need, including commercial loans, credit loans from 
the buyers and loans from financial groups. It should be noted that timeliness 
is of the essence in the utilization of foreign loans. In other words, we must 
grasp the opportune moment in seeking larger loans which can be used to our 
benefit. 


The fear entertained by some comrades that we might lose control because of the 
unrestrained use of foreign capital is unwarranted. Ours being a socialist 
planned economy, planned production and circulation are part and parcel of our 
national economy. All the economic activities of the nation are aimed at the 
achievement of an overall balance of our economic plans and the auxiliary ob- 
jective of adjusting the market to ensure the development of our national econ- 
omy according to a plan and a certain ratio. The scale in the use of foreign 
loans, the ratio among the different types of loans, the trades and businesses 
for which the loans are used and the terms for the various types of loans are 
determined by our economic construction requirements, by our ability to repay 
and especially by the need to achieve an overall balance in terms of our fi- 
nances, material supplies, credit loans and foreign exchange. Because such 
loans are not contracted with our eyes closed and with no consideration for 
planning, organization and economic effectiveness, they cannot possibly yet out 
of control. 


There are other comrades who fear that the u.- of large amounts of borrowed money 
from foreign governments might put the nation under the control of foreign 

powers as it was in the old days. We should first have a clear understanding 

of how the economic lifeline of the old China came to be placed under the con- 
trol of foreign capital. It was the imperialist powers which, by resorting to 
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the gunboat policy to break open the door which closed the old China to the 
outside world, caused the old China to become gradually a semifeudal and semi- 
colonial state. Furthermore, the Western capitalist countries pressured those 
in power at the time into signing a series of unequal treaties by which they 
proceeded to export to China their surplus capital in order to gain control 

of the economic lifeline of the old China. Prior to the war of resistance 
against Japan, imperialist capital made up for about 95 percent of our railroads 
and our petroleum industry, 60 percent of our textile industry and half of our 
food industry. The imperailist powers controlled all of our railroad, air and 
ocean transportation and two-thirds of our domestic shipping. Because these 
problems materialized under certain specific historical conditions and were the 
result of the export of foreign capital to China by the imperialist powers under 
the terms of the unequal treaties, they are in essence different from the use 

of foreign capital for the socialist projects of economic construction in which 
we are now engaged. 


Today, ours is an entirely independent and sovereign nation. Foreign loans are 
being used under the guidance of our party and government and the jurisdiction 
of the laws of our nation and nobody is in a position to exercise control over 
us. Although some of the developing nations which resort to the use of large 
amounts of foreign loans are burdened with heavy debts, they are nevertheless 
able to make use of foreigncapital to speed up their economic development. By making 


use of foreign capital, Brazil, for instance, has been able to chalk up an 
annual gain of 7 to 7.5 percent in its economy over a long period of time. 
Without the use of foreign capital, the annual rate of increase would come to 
only 4 to 5 percent. By making use of foreign capital, many nations in the 
world, be they developed or developing countries, have been able to bolster 
their sense of self-reliance and to consolidate and enhance their sovereign 
rights without being controlled by others. It goes without saying that use 
should be made of foreign capital in various forms and not confined to loans 
alone. In short, we should have confidence in our ability to make use of larger 
amounts of foreign loans and take advantage of what others have to make up for 
our shortages in promoting our socialist four modernizations projects of con- 
struction. 
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SPECIAL ECONGMIC ZONES 


SHENZHEN SEZ'S FOREIGN TRADE LOSSES SAID ELIMINATED 
Guangzhou NANFANG RIBAO in Chinese 14 Jul 84 p 1 


[Article by Li Hang [2621 5300]: "Shenzhen SEZ's Foreign Trade System Elim- 
inates Losses" ] 


[Text] The foreign trade system of the Shenzhen Special Economic Zone [SEZ] 
has achieved good results of progress amidst restructuring and restructuring 
amidst progress. Since 1982, it has reversed the situation of suffering losses 
in successive years and has been making profits by a big margin every year. 
Following last year's 6.6 million yuan, the profits earned in the first half 
of this year are 13-plus million yuan, over 100 percent more than the total 
received in all of 1983. All six of the system's independent accounting units 
have eliminated their losses. 


The SEZ's foreign trade system suffered losses successively in past years, of 
which the total in the period of 1979-1981 was ll-plus million yuan. Since 
1982, in order to turn its severe losses around, the foreign trade enterprise 
of the Shenzhen SEZ has determinedly restructured its system of management by 
adopting the contracted economic responsibility system in a comprehensive way. 
With the amount of foreign exchange earnings from exportation in 1981 as the 
base and for a period of 3 years, the enterprise's member corporations are 
responsible for completing their contracted jobs and turning over their reve- 
nues and ire permitted to retain their shares of profits but are not viven 

a subsidy for their losses. Because their enthusiasm was aroused by the con- 
tracted ecoromic responsibility system, vast numbers of cadres, staff and 
workers of the foreign trade enterprise adopted forceful measures and pledged 
to complete their contracted jobs. After striving for a year, the losses were 
instantly turned into profits of 0.97 million yuan in 1982. 


Then, the foreign trade enterprise also restructured its system of management 
by adopting the election and engagement-by-contract system for leading cadres, 
which has produced good results as well. Assisted by the Federation of For- 
eign Trade Corporations and the working force of the Shenzhen City Chinese 
Communist Committee, the Food Stuffs Import and Export Corporation, a big 
loser in the foreign trade system, was the first organization to replace the 
appointment system for its leading cadres with this new system. It mobilized 
and organized the masses to elect two candidates for the manager's position 

by secret ballots in a democratic fashion. Then it called a meeting of dele- 
gates of its staff and workers to select one manager who was given the task 
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of “forming a cabinet." For the "cabinet," he nominated two assistant managers 
and one assistant, who were engaged by contract, and these four people became 
the corporation's new leading body. The average age of the leading cadres 

jas lowered from 58 years old in the past to 39.7 years old now, and two of 

the four new leading cadres are college graduates. Siice assuming office, 

the new leading body has taken effective measures to keep abreast of the situa- 
tion of the Hong Kong market and select good clients in order to sell its 
products for high prices; to use prices as its bargaining lever to increase 

the rate of export of live chickens and coordinate the farmer-trader relation- 
ship; to reduce links in management and cut down circulation costs; and to 
raise the degree of self-sufficiency in feed and chicks, cut down on expenses 
with foreign exchange and lower the cost in order to reverse the losses of 

the export of live chickens to profits. As a result of the restructuring, 

the corporation exported over 2 miliion live chickens and earned profits of 
more than 2 million yuanin the first half of this year. 


In addition, the foreign trade system of the Shenzhen SEZ has also adopted a 
multiple and synthesized method of management to enhance its sales. Based on 
the foundation of consolidating and developing the bases of production of 
traditional rural native and special products, it has positively developed 
plants for mining products, light industry, textile, food stuffs and electronic 
goods by means of “importing from abroad and linking domestically." It has 
initiated 12 markets which sell more than 1,000 varieties of goods. In addi- 
tion, it has expanded its role as an import and export agent, and as a result, 
sales shot up from several hundred thousand dollars in 1982 to over $10 million 
in 1983. This type of business has further developed in the first half of 

this year. 
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TRANSPORTATION 


INCREASE iN Ra“LKOAD TRAFFIC REPORTED 
Beijing JINGJi RIbA\O in Chinese 29 Jun 84 p 1 
[Article: "Our Railroads’ Operational Mileage Reaches 52,000 Km"'] 


[Text] Work on the first long heavy-duty railroad in our country--the Da-Qin 
Railroad--has been started; track laying for the Yan-Shi Railroad is now pro- 
ceeding toward the coast of the Yellow Sea; the Jing-Qin Railroad has been 
open to traffic on a limited scale; the change to double track for the Tong- 
Pu Railroad is now in progress from the south to the north.... The continued 
extension of railroads mainly for the purpose of transporting coal out of 
Shanxi shows that Mainland China will soon be ready to welcome the golden age 
of railroad construction. 


Railroads first came to China 108 years ago. Jardine-Matheson of England 
built a 15-km narrow-track railroad from Shanghai to Wusony without authoriza- 
tion. In the following year, the Qing government bought it back for 285,000 
liang of silver to be demolished. The railroad from Tangshan to Xugezhuang, 
completed in 1881 (now a section of the Jing-Shen Railroad) was the first 
standard-track railroad in China. From then to 1949, Old China built only 
22,000 km of railroads, and only 11,000 km of them could barely be used to 
cope with the traffic. Running on these railroads were hundreds of types of 
locomotives, passenger cars and freight cars from more than 10 countries, 
forming an “international exhibition of trains" as it was called in derision. 


In the 35 years since the founding of New China, our railroads’ operational 
mileage has reached 52,000 km. If the double cracks, station lines and spe- 
cial lines are also taken into account, then the total length of the existing 
railroad would be nearly 120,000 km, enough to girdle the earth three times 

at the equator. Before liberation, there was no railroad at all in Sichuan, 
the "land of plenty." Its backwardness because of the lack of railroads ended 
in 1952 when the Cheng-Yu Railroad was opened to traffic. Now, there are the 
Cheng-Yu, Bao-Cheng, Cheng-Kun, Kiang-Yu and many other trunk lines in this 
province. Since liberation, our country has regarded the engineering proiec’s 
of double tracking and the electrification of railroads as the focus of tech- 
nical transformation, while building new lines at the same time. The length 
of double tracked lines has increased from some 800 km in the early post- 
liberation period to more than 9,000 km. Electrified railroads were practi- 
cally nonexistent before liberation. By the end of 1983, however, we have 
built more than 2,300 km of them. Both passenger and freight traffic by 


111 








railroad has continued to increase, and in 1983, more than | billion passengers 
and more than 1.1 billion tons of freight were carried, 10.6 and 5.7 times, 
respectively, more than in 1950. 


Until 1952, our country was unable to manufacture locomotives. By now, we 
have manufactured more than 11,000 locomotives of various types, and one-third 
of the passenger and freight traffic in the whole country is hauled by diesel 
and electric locomotives. The locomotive factories are also undertaking the 
manufacture of locomotives required for foreign aid projects. Compared with 
other ccuntries, the operational mileage of our railroads ranks fifth after 
the United States, the Soviet Union, Canada and India. For every 100 square 
km in the country, we have only slightly more than 4 km of railroads, much 
less of an average than in the economically developed countries of the world. 
However, we have broken away from the old practice of having one set of rules 
and regulations for each railroad in favor of a unified administration and 
unified command so that all railroads will become an organic entity. With our 
low railroad fares, our utilization rate of locomotives, passenger cars and 
freight cars and the average volume of freight traffic for each kilometer are 
among the highest in the world. Therefore, although many state-run railroads 
in the world are running at a loss, the taxes paid and profits delivered to 
the state by our railroads in the past 30 or more years exceeded the state's 
investments by more than 25 billion yuan. Our railroads have thus made their 
contribution to our national economic development. 
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URGENT NEED FOR REFORM IN COMMUNICATIONS AND TRANSPORTATION NOTED 
Beijing JINGJI RIBAO in Chinese 29 Jun 84 p 1 


[Editorial: "Great Importance Should Be Attached to the Reform of the Commu- 
nications and Transportation Industry"] 


[Text] The communications and transportation industry is an important sector 
of the national economy. National economic development is inseparable from 
this industry with which it is directly related. Our communications and trans- 
portation industry has always been a weak link and is far from adequate for 
economic development. Since the 3d Plenary Session of the llth Party Centra! 
Committee, the Party Central Committee has revised various economic policies, 
reformed the economic system and brought about rapid industrial and agricul- 
tural growth. Under such conditions, the shortage of our communications and 
transportation facilities is even more keenly felt. In recent years, the dif- 
ficulty of buying and selling commodities has been not only a problem of com- 
mercial circulation but aiso a problem of communications and transportation. 

To solve the latter problem, we must on the one hand build more railroads, 
highways and harbor wharves and increase the means of communications and trans- 
portation, and the state must now take the necessary steps in this direction. 
On the other hand, we must reform the irrational communications and transporta- 
tion system. Some reform has been initiated on this system, and with some 
success, in recent years. However, compared with other economic sectors, the 
progress cannot be called rapid and the result is not remarkable. 


Recently, the leading comrades in the central government have issued important 
directives concerning a reform in the system of communications and transporta- 
tion administration. They pointed out: "In communications and transportation, 
we have not yet boldly changed the cumbersome procedures of approving the dis- 
patch of the means of transportation nor have we cleared the channels of trans- 
portation. Furthermore, we have not adopted a good method to bring into play 
the available resources of the state, the collectives and the individuals as 
well as motor vehicles, horse carts and ox carts." These leading comrades’ 
directives were correct and to the point. It must be admitted that our com- 
munications and transportation facilities are backward, but there is also very 
good potential to be tapped. If this potential can be tapped through a reform, 
we will be able to transport more materials and alleviate the strain on these 
facilities to some extent. 








Let us take Guangxi Autonomous Region as an example. The authorities there 
have retormed their system of communications and transportation administration, 
abolished the restrictions on transportation across regional boundaries by 
vehicles or ships as well as the old regulations on the monopoly in passenger 
transportation and have promoted the development of the transportation industry 
run by the state, the collectives and the individuals. The communications and 
transportation departments at all levels also actively practiced the internal 
system of responsibility in various forms for the development of both land and 
water transport. The whole communications and transportation system is now 
flourishing, different economic forms are vying with one another in develop- 
ment and the number of privately owned vehicles and ships has greatly increased. 


. 


Households specialized in rural transportation are also emerging in large num- 


bers. Formerly, this autonomous region had hardly any privately owned means 
of transportation, and even those owned by collectives were not many. Trans- 


portation was virtually monopolized by the state sector. Now the number of 
privately owned motor vehicles amount to 30 percent of all state-owned motor 


vehicles while the number of privately owned boats approaches half of their 
State-owned counterparts. The means of transportation owned by collectives 
and individuals have not only augmented the transportation force in society 


but have also hastened the reform and development of the state-run transporta- 


As another example, let us see what kind of reform measures the State Economic 
Commission has taken to solve the transportation problem in the northeastern 
region. From Javuary to April this year, there was a rush in this region to 
transport coal and grain which displaced part of the timber shipments, and the 
volume of timber transportation fell short of the plan by 1.4 miilion cubic 
meters. The State Economic Commission then took some remedial measures and 
enforced a system of rewards and punishments in carrying loads. Quotas were 
set up with rewards offered for above-quota loads and punishments for failure 
to meet the quotus. The loads carried were thus linked with the workers’ eco- 
nomic benefits. After the enforcement of this system, it was estimated that 
each truck conld increase its timber load by 3-5 cubic neters, and the capacity 
utilization rate could be raised from the present 80 percent to 90 percent. 
According to the present number of trucks, the loads to be carried in the north- 
eastern region can be increased by 1 million cubic meters of timber each year. 


The tirst example cited here shows that as long as the monopoly enjoyed by the 
state sector is abolished and the transportation task shared by different sec- 
tors and through different channels, the transportation capacity will be 
increased. The second example shows that the system of rewards and punishments 
in loading can result in the better utilization of load capacity. 


The role of an improved system of administration in tapping transportation 
potential is very obvious. However, some comrades do not have a clear under- 
standing of this point, since their minds are still affected by the “leftist” 
idea that communications and transportation can only be undertaken by the 
state sector. Therefore, the urgent task for the present communications ane 
transportation department is to implement the directives from the leading com- 
rades of the central authorities to emancipate the mind further and to be 
courageous in carrying out the reform. The communications and transportation 
industry needs improvement in many respects. For example, the state-run 
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VIGOROUS DEVELOPMENT IN MARINE TRANSPORTATION REPORTED 
Beijing JINGJI RIBAO in Chinese 23 Jun 84 p 1 
(Article: "Our Country's Marine Transportation Is Developing Vigorously"] 


[Text] Since the founding of the republic, our marine transportation has under- 
gone vigorous development. At present, in our ports along the coast, there are 
154 deepwater berths capable of accommodating vessels of more than 10,000 tons. 
Compared with the period shortly after the founding of the republic, when we 

had only 61 of them, the number of these berths has increased one and a halt 
times. In 1983, a total of 350 million tons of cargo, a 15-fold increase over 
1952, were handled at the main coastal ports in the country. 


Ports are the door to the development of foreign trade and friendly contacts 
with foreign countries. At present, we have more than 700 ports of various 
categories (including inland river ports), and more than 20 of them are open 
to the outside world. Since liberation, we have gradually improved and 
expanded some important ports at Shanghai, Dalian and Tianjin and have almost 
doubled their traffic-handling capacity. In 1954, we ourselves designed and 
built the new port in Zhanjiang and also opened new ports in Shijiu, Fangcheng 
and Beilun. In the same year, we built a crude-oil berth for 10,000-ton ships 
in Zhanyuwan of Dalian, a mineral ore berth for 10,000-ton ships in Bei lun 
Harbor and a number of special modern wharves for crude oil, voal, mineral 
ores, bulk grain and containers. 


The seven trips to the ocean west of the Nan Hai made by Zheng He in the Ming 
Dynasty indicated the vigorous development of our sea transport in ancient 
times, and the routes taken were eulogized as the "silk road at sea." In the 
contemporary period, however, this mode of transportation gradually declined 
in our country. Before liberation, most of the ships using our ports were 
from foreign countries. For some time after liberation, we still had to char- 
ter foreign ships for ocean transportation. Now, this situation has basically 
changed. Our ocean fleet has developed from less than 200,000 tons in its 
initial stage in 1962 to more than 8 million tons, an increase of more than 40 
times in some 20 years. These ships are now visiting more than 400 ports in 
more than 100 countries and regions. Since the founding of the republic, we 
have signed marine transportation agreements with 32 countries and approved 
the use of our ports by the incoming or outgoing ships of 85 countries. In 
1983, more than 8,700 foreign vessels of various descriptions and 180,000 for 
eign seamen have entered and departed our 15 main ports, including Dalian, 
Qinhuangdao, Tianjin, Qingdao, Lianyungang, Shanghai and Huangpu. 
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Now, we have initially formed a comprenensiv¢ System o! Marine trans 


with harbor and navigation facilities as the center and includ:ng 
aid, harbor supervision, ship inspection, navigation engineering, sé 


towing, salvaging, maritime environment, ship repairing, shipbuild: 


ther facilities. In the early period after liberation, we had only 


and salvage ship; now we have a whole salvage fleet of more than 12 
ships and have salvaged more than 1,000 sunken ships. Our tugboats 
the South Atlantic and towed foreign ships of various types on 160 


Our ship inspection technology has reached advanced international st. 


and the ship inspection department has signed apreements of coopera 
l2 foreign shipping organizations to inspect ships on one another s 


while the ships are in operation. It has also signed agreements wit! 
eign classification societies for joint inspections of newly built s! 


> 


for inspections on one another's behalf. We also have an 800-stron; 


of ship inspectors, some of whom have been dispatched to more than . 


r? 


and regions to inspect ships and ship equipment. Our navigation eng 


force is not only capable of undertaking large port construction 
in recent years it has also accepted the tasks of harbor construct: 
and contributed to the promotion of economic contacts between China 


countries. 
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